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INTRODUCTION 

It is my earnest and sincere desire that more effectiye 
measures shall be adopted to prevent accidents to industrial 
workers. 

It would be well if this could -be carried to the point where 
workmen's compensation laws and all forms of employers' 
liability insurance would become dead letters from non-use. 
Of course I know that this condition of afifairs can never 
exisly. After an employer has taken all precautions taught 
by experience and known to* science, some machine will give 
way in a spot where weakness was not suspected, or some 
workman will come to the factory with a muddled brain 
after a night's debauch and injure himself and perhaps several 
of his temperate, steady and careful fellow employees, by 
his recklessness. 

But much more can be done than has been accomplished 
heretofore in the direction of accident prevention. 

The first purpose of workmen's conipensation laws ought 
to be to prevent accidents. 

The second, to help the Inaimed employee and the depend- 
ents of the one who is killed, to repair, in a purely financial 
way, the loss which they have suffered. In either instance 
complete reparation is impossible. 

Heretofore the liability insurance companies have done 
very much more in the way of accident prevention than the 
States have accomplished. The same doubtless will be true 
under the workmen's compensation laws and State insurance 
schemes, so far as they have been adopted. The liability 
insurance companies have had, and still have, trained in- 
pectors whose sole business it is to inspect factories and 
advise employers how accidents can be prevented and to 
insist, on behalf of their companies, that certain measures 
be taken to guard machinery, and otherwise lessen the terri- 
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ble loss of life and limb which has heretofore characterized 
our industrial activities. 

The insurance companies find from actual experience that 
the factories where the loss ratio is low and the premium pro- 
portionately small, are the ones where the greatest amoimt 
of money is to be made. As a corollary to this they find that 
in the business or factory where accidents frequently occur 
and are severe in their nature, the risk is a bad one to carry, 
even though the premiums are high. This is conclusively 
proved by the fact that certain classes of extra-hazardous 
risks cannot secure insurance at any price. 

The interest of the insurance companies, therefore, is in 
the direction of taking risks with small premiums and small 
loss ratios. 

It is of no importance what the object of the liability in- 
surance companies is in endeavoring to decrease the number 
of industrial accidents. The main point lies in the results 
achieved by them as compared with the effect of statutes, 
mutual association and State insurance schemes. 

Of course, it is the height of injustice to criticise the liability 
insurance companies for abuses which have grown up and 
have been due to vicious laws, rather than to their operations 
thereunder. The companies have not made the laws. They 
take them as they find them. They insure their policy- 
holders against the claims that may be made imder the law 
as it stands. Naturally there have been some abuses. This 
is true under any law. But the courts have been open to any- 
one aggrieved. It certainly cannot be said that either the 
courts or juries have had any especially tender regard for 
either the liability insurance companies or their policy- 
holders in actions by employees for personal injuries. Nat- 
urally the employers have been unwilling to pay for insurance 
which would cover anything more than their liability imder 
the law. Naturally, also, the insurance companies could 
not afford to give any greater protection than that for which 
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they received premiums. Should they have attempted to 
do this they would soon have been in the hands of receivers, 
and the bankruptcy of a large liability insurance corporation 
would be a great calamity. 

Workmen's compensation laws have been adopted in a 
dozen or more States with a suddenness which has been 
somewhat disconcerting, in view of the varied and con- 
tradictory provisions of the different statutes. Nevertheless 
the liability insurance companies welcome ^ the adoption of 
these laws, not because their net income will be increased, 
but because the business will be put on a more stable and 
satisfactory basis; a basis which will remove much of the 
criticism due to the comparatively large amoimt which was 
paid for legal expenses under the old regime, and which 
should, in all justice, go to injured employees. 

Naturally the liability insurance companies object to 
State insurance schemes. Such schemes take away a por- 
tion of their business. But if they cannot justify their con- 
tinued activities on any better basis than this they ought 
not to survive. The truth of it is there is not only a justifica- 
tion but an economic necessity for the continuance of the 
liability insurance companies in working out the problems 
under the workmen's compensation principle. To help 
demonstrate the truth of this assertion the letters contained 
in this pamphlet have been published. They contain actual 
discussions of these live topics with men who are vitally 
interested in this important question. 

In writing to different correspondents on the same subject 
there is naturally and necessarily some duplication of argu- 
ments. Nevertheless, it has been thought to be the wisest 
course, in all except a few instances, to print the letters in 
their entirety, to show the actual point of view at which 
the subject has been approached, in the discussion with 
various interested parties, rather than to formulate one 
complete article containing all of the various points. 
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Many of the State legislatures will meet during the year 
1913. A number of them will consider workmen's compensa- 
tion laws. It is hoped that they ^dll give the matter serious 
and conscientious consideration when doing so, and that 
they will not commit, what the writer believes to be the 
grievous error, of engulfing their various States in tlie so- 
called State insurance plan, which involves both the collec- 
tion and the pajnnent of enonnous insurance funds by politi- 
cal commissions. Such practice is sure to result, in the end, 
in a grievous burden to the employers, the employees and 
-the people of the respective States generally, and this burden, 
in the end, will fall most heavily on the workmen themselves. 

Edson S. Lott. 

New York, January, 1913. 
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WHICH WILL BE BEST FOR THE 
WORKMAN? 



INEFFICIENT FACTORY INSPECTION AND ITS 
CAUSES 1 

Address of Edson S. Lott, President, United States Casualty Company, 
New York, at the Annual Convention of International Association of 
Factory Inspectors, Washington, D. C, 1912 

Gentlemen of the Convention: 

Senator Sutherland has covered so completely the ground 
which naturally would be embraced within the topic assigned 
to me that I feel you would have good cause for complaint if 
I should stick to my text too closely. 

Moreover, the Hon. Cyrus W. Phillips, of Rochester, 
N. Y., who is to address you, is the father of workmen's com- 
pensation laws in this coimtry, and something must be left 
for him to say on that subject. 

While I wish you to know that I am enthusiastically in 
favor of workmen's compensation laws as distinguished from 
employers' liability laws, I also desire you to understand 
that I am violently partial to accident prevention laws and 
regulations. 

First, last and all the time, I would move Heaven, the 
earth, and some of your apparently immovable legislatures, 
to arouse them to a sense of the tremendous importance of 
saving the lives and limbs of the workmen of the country. 

* The subject assigned to Mr. Lott in the printed program of the Con- 
vention was " Workmen's Compensation Laws." This subject was so 
thoroughly covered by Senator Sutherland and other speakers that 
Mr. Lott departed from the printed program to discuss a subject of 
equal if not greater importance. 
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Inefficient factory inspection and its causes 

The reformers, the politicians and the common people are 
crying aloud for compensation laws. I am with them and I 
will yell as loud as a Comanche Indian, or a college cheer- 
leader at a football game, for compensation. But if I had the 
voice of Stentor himself I would screech as shrilly as a fire- 
engine whistle, or roar like the thimder, to press home to the 
ears and inner consciousness of every reformer, politician and 
humble citizen that the expenditure of $3,000 in safe-guarding 
the life of a skilled workman is economy which is many 
thousand per cent, greater than paying his dependents the 
same sum because he is killed. 

The prevention of accidents is worth all the compensation 
for accidents in the wide world. Hence you are engaged in a 
more beneficent work than those whose duty it is to see that 
injured workmen are compensated for their injuries. 

The difficulty with a good many high-browed reformers is 
that they carry through life the ideas with which they emerge 
from college, and never broaden. Do not carry away the 
opinion that I have contempt for education, because it is 
not the fact. I admire it immensely and trust that I duly 
appreciate it, even if I do not possess it. I find one difficulty 
with many college men, however. After they get their 
diplomas they seem to have the idea that they are going to 
sit in a swivel chair, in a palatial office, and watch their 
educations work for them. Of course, they are greatly mis- 
taken. If they could only be brought to a reahzing sense of 
the fact that the education which they have received is only 
the preliminary training to prepare them for the many 
Marathons which they will be compelled to nm, when they 
begin real life, they would advance to the place called Flush 
Town much more rapidly than they do now. 

Well, some of these inexperienced, theorizing, high-browed 
reformers have the same notions about the laws which they 
occasionally propose and the legislatures enact. They think 
that once they get the laws on the statute books these laws 
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will work themselves. Many legislators have the same 
notion. The reformer proposes and the legislature passes 
the law, which from high and low receives vociferous ap- 
plause. Then they often hide the law away in a statute book 
and forget all about the difficulty and expense of enforcing 
any reformatory measure which is really worth enforcing. 
Their enthusiasm for that measure 'has nm down. They 
must have something new to attract public attention, get 
their names in the newspapers and win votes, perhaps. 

Many of you are factory inspectors. It does not make any 
difiference whether you are good, bad or indifferent inspectors, 
you are not as efficient as you might be if you received the 
encouragement and support which men of your profession 
deserve from the legislatures and high officials of your various 
States. 

Why, in a few of the States, from which I suppose some of 
you come, they think more of looking after the physical well- 
being of horses, cattle and hogs than they do of workmen. 
They spend dollars to prevent injuries to and the spreading 
of disease among four-footed animals to dimes spent in per- 
forming the same service for industrial workers. 

The Peace Congress spends millions and builds lofty 
temples in an endeavor to prevent war, while the worst 
casualties, calamities and tragedies that usually accompany 
a war are of everyday occurrence, the year aroimd, with our 
industrial army. 

While these millions are being spent to prevent war with 
its attendant casualties, the average State factory inspector 
in this coimtry is drawing a salary of $1,551 per year, and 
the amoimt per year expended for the salaries and expenses 
of these inspectors for the purpose of enforcing the laws 
enacted for the purpose of preventing accidents to workmen, 
averages less than ten cents per workman. 

According to the returns of the United States Census in 
1905, there were 2.175 men killed and 4,4(^ igjju^e^^^tal 
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of 6,577, in coal mines alone; while in 1910, 2,838 were killed 
and 7,830 were injured, a total of 10,788 casualties. This 
increase of more than 63% in five years was in the face of the 
fact that tbe number of men in the coal mines had increased 
only from 626,035, in 1905, to 725,030, m 1910, or less than 
16%. 

In Pennsylvania, which is the most liberal of the States in 
its appropriations for mine inspections, 644 men were killed 
and 479 were injured in 1905, a total of 1,123 for the year. In 
the year 1910 there were 601 killed and 539 injured, which 
was an actual decrease in the number of killed of 43 or neariy 
7% and an increase in the number of injured of only 60 or 
less than 11%. In the number of killed and injured in the 
five-year period there had been an increase of less than 2%. 
If the point should be raised that the increase in casualties in 
all coal mines of the United States was rather apparent than 
real, because of a more complete system of reports in 1910 
than in 1905, it would only make matters worse, for every 
one added to the casualties in the coal mines in Pennsylvania 
in 1905 would serve to reduce the ratio in 1910. 

It is decidedly startling to find that in Nebraska, the State 
of the great Commoner, which has 45,000 industrial workers, 
that there was appropriated only $4,840 for its Bureau of 
Labor and Industrial Statistics, and that the State employs 
only one inspector for the whole State, while it appropriates 
$55,000 to conserve its live stock. It is equally startling 
to learn that Texas, with 650,000 industrial workers, appro- 
priates only $8,600 for its Labor Department or 1.3 cents per 
capita of industrial workers; or that Louisiana, with 40,000 
industrial workers should appropriate only $3,000 for its 
Labor Department and employs no inspectors. 

I have secured the best figures which I could get from 
different sources concerning the amount spent in the various 
States in factory inspection, and for the different labor de- 
partments, and I have put these figures ]gd^vt?^i^which I 
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intend to submit should there be any printed proceedings of 
this meeting. A study of these figures will disclose the con- 
temptible meanness of lawmakers when it comes to making 
appropriations for the enforcement of labor laws. 

I am indebted to the State departments presided over by 
many of you gentlemen for the figures I have compiled, and 
I desire to acknowledge my indebtedness to you for your un- 
failing courtesy and your intelligent assistance to me in the 
work. I have no doubt that an inspection of these figures 
will be a revelation to you men, as it was to me. 

I only desire to add in this regard that according to 
the census report for 1909 the value of the products of all 
factories in the country was $20,672,051,870, of which 
$8,530,260,992 was added in the process of manufacture. 
The other $12,141,790,878 represents the cost of the mate- 
rial. Salaries and wages in all of the plants amounted to 
$4,365,613,000, which subtracted from $8,530,260,992 leaves 
an added value over and above cost of materials, salaries 
and wages, of $4,164,647,992. The average number of wage 
workers in the factories under consideration, according 
to the census report, was 6,615,046, which divided into 
$4,164,647,992 gives $629.59 as the amount of clear gain to 
the wealth of the country to be credited to each wage earner. 
When, therefore, we consider the small amount which is 
annually expended by the States in an endeavor to protect 
these wage earners from accidental injuries, we find that it is 
infinitesimal in comparison with the wealth which these 
same wage earners add to the State every year. It is not a 
square deal. 

Go through shops all over the country where dangerous 
machinery is used and see how little of it is really adequately 
guarded, even in the States where there are statutes com- 
manding the installation and use of such guards, under 
penalties more or less severe. 

You factory inspectors know how it is. 
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Note the absence of efficient sanitary precautions. 

From the thoughtful discussions I have heard on this floor 
and, I have no doubt, from the intelligent papers which will 
be read at this convention, much has been and will be ad- 
vanced in support of my contention. Even those of you who 
are very successful in your work realize the vast amount you 
must leave imdone. 

Why are these statutes not more rigidly enforced? 

The answer is easy. The inspectors are few and the em- 
ployers have too frequently become so familiar with danger 
as to have contempt for it. The blaze of public excitement 
is all burned out when the reform law is passed. By the 
time the inspector gets aroimd almost everybody has for- 
gotten the law. The inspector is not always sure of his 
ground, and he gets little moral support, in nmnerous in- 
stances. The legislature has not furnished the funds nor the 
machinery to enforce its statutes, neither has public opinion 
been sufficiently aroused. The inspector may discover de- 
fects, but he has no one, frequently, to whom he can go to 
"start something" which will make a powerful employer 
"sit up and take notice." Alone and unaided he is well-nigh 
powerless, and you inspectors know that you are not always 
supported by the workmen themselves. 

So the few inspectors get around once in a year or two, 
then make their reports, and then these reports are too often 
filed away, never to be resurrected. An accident happens. 
The employer says: "Well, the last time the State inspector 
was here he did not find anything wrong." Possibly, he is 
right. Whether he is or not, the reconmiendations of the 
inspector are not always complied with. 

But where shall we put the blame? Not always on the law 
itself, but on the means of enforcing it 

Of course there are notable exceptions to all that which I 
have said. 

Many employers actively co-operate with the factory in- 
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spectors to the end that their work-places may be made as 
safe as possible. And, happily, the number of such em- 
ployers is steadily increasing. 

Some States are making more liberal appropriations for 
the purpose of enforcing the labor laws, and are removing, so 
far as may be possible, the State labor departments from 
politics. 

The agitation all over our country for workmen's compen- 
sation laws, to take the place of employers' liability laws, 
which latter laws work imtold suffering on coimtless numbers 
in actual practice — ^no matter how just they may be in theory 
— ^is becoming a mighty factor in the prevention of accidents. 

Hence I counsel you to take heart in your work for hu- 
manity; to believe that the time is coming — ^is near at hand — 
when you will receive more adequate pay for the labor you 
are performing; to believe you will soon have back of you an 
aroused public support. And I suggest that you draw com- 
fort from the thought that your calling is one of saving lives — 
precious human lives. 

Take the figures which I have prepared ^ back to your home 
States and tell your people that when they "sink the axe at 
the root of the tree" of this evil a little deeper, they will 
discover that they will be wiser economists, greater reformers 
and better humanitarians if they will apply a few ounces of 
prevention, where most needed, thereby saving to themselves 
and their industries and the individual workers many dollars 
of imnecessary *' compensation," and at the same time saving 
to the conmiunity at large many, many useful human lives 
which will otherwise be needlessly sacrificed on the altar of 
conmiercialism. 

And may I say to you, in closing, that through many years 

of personal contact I have found the average employer keenly 

and sympathetically alive to the welfare of his employees, 

aggressively in favor of anything and everything intelligently 

^ See table on page 9, and note on pages 10 and 11. 
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calculated to benefit them, and possessing greater knowledge 
of their needs and how best to serve their needs than any 
other class of citizens among us; and that the best way on 
earth to induce an employer to do something to prevent 
accidents to or conserve the health of his employee is to 
convince him that the thing which you reconmiend will 
accomplish that which you claim for it. In support of my 
claim, I point out to you that the employers of this coyntry 
are among the foremost in support of workable workmen's 
compensation laws and sensible accident prevention and 
health conservation laws. 

Another thought and I am done. Please get in touch with 
and co-operate with, in your splendid work, the inspectors of 
casualty insurance companies. Many of them come from 
your ranks. All of them are in full sympathy with that which 
you are trying to accomplish. Between you, pulling together, 
many a life of a workman will be spared to his loved ones — 
and the knowledge of that fact should sustain you in those 
days when your duties seem never ending and your thanks far 
between. 
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InefEcient factory inspection and its causes 

The tabulation of the statistics of industrial inspection in the 
various States upon which the foregoing figures are based does not pre- 
tend to include all the industrial workers in the States. It has been 
impossible to obtain adequate statistics from Alabama, Delaware, 
Idaho, Mississippi, Nevada, South Dakota and Wyoming. The omis- 
sion of these statistics, however, does not affect the integrity of the 
inquiry. As a matter of fact, inclusion of the figures from -these States 
undoubtedly would make the general showing worse, since it is probable 
that they either have no system of inspection or have developed it only 
slightly. Reports of the Bureau of the Census show that in these seven 
States, in 1909, there were employed 160,716 wage-earners in manu- 
factures alone. The figures from North Dakota and the State of Wash- 
ington are omitted, because they do not lend themselves readily to the 
comparisons here attempted. In North Dakota, as a matter of fact, 
there is no system of inspection, but imder the Pure Food Law an agent 
is authorized to look into the sanitary conditions of plants where food 
products are prepared. In the State of Washington there is a rather 
elaborate system of inspection, but the State does not pay for it. The 
salaries of the inspectors are paid out of fees collected from the owners 
of the plants inspected. For similar reasons, the figures relating to 
Missouri, which have been included in the tabulation, might well be 
excluded as unfair because they are misleading in so far as they relate 
to inspections in factories. The State actually makes money out of its 
Department of Factory Inspection; for although it allows an expenditure 
of $15,000 by the department, there is a system of fees under which the 
collections exceed the $15,000 expenditure. The excess varies, but as 
late as two years ago the Department of Factory Inspection turned 
$5,000 into the Qeneral Revenue Fund after paying all of its expenses. 
Missouri appropriates $42,500 a year for its Department of Labor, 
which actually does little for industrial workers, since a big share of its 
expenditures are made in the gathering of statistics relative to the 
amoimt of State products and live stock, corn and other conunodities. 
Still another item included in the $77,100 set down as appropriated by 
the State, is for the maintenance of Free Employment Bureaus which 
have nothing whatever to do with industrial inspections. 

In the case of some of the other States it has been found necessary to 
exclude certain classes of workers from the tabulation because of in- 
complete data or for other reasons. Thus no account is taken of workers 
in mines in Arizona, Kentucky, Michigan, Minnesota and Tennessee. 
In Michigan and Minnesota mine inspections are made not by the State 
but by the counties in which the mines are located. The figures from 
Maryland and Ohio refer only to factories ftnd workshops. The figurea 
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from New Jersey and Virginia refer only to these workers of all classes 
who are actually subject to inspection. The 1,200,000 workers in New 
York State include only those employed in factories, mills and work- 
shops. There are employed by the State a mine inspector, two inspec- 
tors of tunnels in course of construction under compressed air, and 
eight mercantile inspectors, but data are not sufficiently complete to 
indicate the number of workers affected by these inspections, and for 
this reason no accoimt is taken of them. It thus results that the State 
of New York is credited with a total appropriation of $240,000 a year, 
whereas there is an aggregate appropriation for all purposes of $380,000 
for the current year. The $240,000 is the amoimt actually devoted to 
the 1,200,000 workers enimierated in our tabulation. Other similar 
exceptions are made, but in no case do they affect the fact that the 
figures are fairly representative. It has been aimed to make a compre- 
hensive statement of conditions throughout the country rather than to 
bring any indictment against an individual State. In the same spirit of 
fairness, it has been thought best to exclude from the figures relating to 
New Jersey two men drawing salaries as inspectors, but who actually 
devote all their time to clerical work in the Department of Labor. New 
Jersey actually employs twenty-four State inspectors, but only twenty- 
two of them ever do any work of inspection. Similarly, the State of 
Colorado appoints one inspector of boilers, but his salary is paid by the 
collection of fees. 

If exception is taken to the fact that the per capita noted in the last 
column of the tabulation represents only the salaries of the inspectors, 
and that no accoimt is taken of their traveling expenses, it may be stated 
that the allowances in this column have been made so liberally as 
probably to more than offset any such item. In all cases the salaries are 
given as for constant work through the whole year. It is to be doubted 
whether all inspectors are so engaged constantly in any of the States. 
Some of the States, as Connecticut, for example, pay inspectors $5 a 
day only when working, and the allowance of $1,500 a year salary for 
each individual is excessive. In New Hampshire all factory inspections 
axe made by the Commissioner of Labor in addition to his other duties, 
but his whole salary of $1,600 a year has been charged to the cost of 
inspection. In Maine the Commissioner of Labor and his deputy make 
inspections in connection with their other duties. Their full salaries 
have been charged against the cost of inspection in the tabulation. 
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LETTER NO. 1 

State Insurance and its Weaknesses. Misunderstanding as to 
the German Plan in its Application to America and £s^ 
pecially to the Schemes in Washington and Ohio 

To Hon. John T. Clarkson, Chairman Employers' Liability and 
Workmen's Compensation Commission of Iowa. 

New York, May 21, 1912. 
My dear Sir: 

I acknowledge the receipt of your most courteous letter of 
the 15th inst. and am very glad indeed of the opportmiity to 
answer your question, as best I can. 

You ask 

** What objections there be ... to the State insur- 
ance plan, that is the plans now in force in Germany, 
Washington and Ohio ... : I do not mean the details 
of their plans, but the payment of the premiums in the 
way of a tax." 

In the first place, German "industrial accident compensa- 
tion insurance" is not State insurance, and premiums imder 
that plan are not payable in the way of a tax. It is compul- 
sory mutual insurance of employers in trade associations, 
generally on a deferred assessment basis, and while subject to 
lots of State regulation the associations are managed by the 
employers and not by the Government. This plan has many- 
advantages and many disadvantages; but nothing like it has 
been suggested in America, — ^the Washington and Ohio plans 
do not faintly resemble it, and it is not State insurance. 

These facts must be emphasized, because in the advocacy 
of State insurance in this country the advantages of the 
German industrial accident law are cited in its favor, whereas 
State insurance misses those advantages ?9lirty<^ly«oit: 
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The only compulsory State insurance law in Europe is 
that of Norway — although in some other countries the Gov- 
ernment through an insurance oflBce sells accident insurance 
in competition with private insurers. 

I will, therefore, present very briefly my principal ob- 
jections to the Norwegian State insurance and to the law of 
Washington and Ohio: 

In Norway the State has itself assimied the liability for 
compensation for industrial injuries, and taxes employers, 
at rates graded according to rough guesses at the risks in 
their respective trades, to maintain a fund (one single fund) 
out of which the State makes the compensation payments. 
Government oflBcials do everything — ^manage the fund, fix 
the rates for particular employers, investigate claims and 
detennine awards. There is no "come-back" on the em- 
ployer after he has paid his premiiuns; if the premiums are 
not suflScient the State loses, and the tax-payers generally 
must pay the deficiency. This has happened, when the 
deficiency was about $100,000 — ^which for a small, poor, non- 
industrial coimtry like Norway meant as much as a million 
or two would for the State of New York. Norway is a thinly 
populated country with widely distributed petty industries, 
under which conditions this scheme has some advantages; 
and I don't know — ^none of our people reading Norwegian 
literature currently — that there has yet been any strong out- 
break of dissatisfaction in Norway. But there are serious 
objections to this scheme for an industrial State: 

1. It has resulted in a "flat" rate for all in each trade re- 
gardless of the comparative degree of risk in particular es- 
tablishments. This means that the individual employer is 
freed from any economic inducement to prevent accidents, 
since his competitors must share with him pro rata any loss 
thereby incurred; and the better employers are penalized by 
being made to pay a large share of the losses of their morer 
careless and more poorly equipped competitors^ , 
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2. Through indifference and a desire for apparent economy 
in management no progress has been made in fixing rates 
fairly for the respective trade classes. Some trades have 
been taxed double their risk cost, while others have been 
favored with rates 50% below cost. And the individual em- 
ployer is absolutely at the mercy of politicians as to which of 
several trade classes he shall be assigned and consequently 
as to which of several widely different rates he shall be taxed; 
and this is especially true when any attempt is made to 
specially rate individual risks. 

3. The allowance of claims and the adjustment of awards 
are absolutely in the discretion of administrative oflBcers. 
Employers have nothing to say about the management of 
the fund and no check at all upon the determination of 
claims against it. They merely foot the bills. Experience 
everywhere in Europe shows that this practice results in 
great laxity in precautions against fraud and imposture 
and in a tendency on the part of officials to use their discre- 
tion to distribute political favor or charitable relief. Public 
officials have no pecuniary interest in the fund which they 
are administering. On the contrary, they are inclined to dis- 
pose of such fund as their political interests may dictate. 

Without going into details, then, this plan is simply a 
scheme to avoid all the difficulties of adjusting private rights 
between employers and employees by turning over the whole 
matter of compensation to a political bureau with power to 
tax employers and to dispense the money thereby obtained, 
as it pleases. If this is a good practice in regard to compen- 
sation why should not all other private rights. and liabilities 
be adjusted in the same way? The answer is, because that 
Would be complete socialism. So also is this plan socialism — 
partial, but pure. 

Now as to the Washington and Ohio plans. 

The Washington law is subject to all the objections to the 
Norwegian law — ^with one qualification — ^and, in addition, 
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to another and a most serious objection. The qualification 
is that under the Washington law employers are not at the 
mercy of the State insurance officers as to their rates, the 
rates being fixed by the law. But the rates are fixed '* flat " — 
that is, they are fixed so as to be imfair.^ For you must real- 
ize that the difference in risks between two establishments in 
the same trade is often far greater than the difference between 
average risks in different trades. The injustice of putting 
the bad risks and the good risks on the same plans cannot be 
overemphasized. And as you undoubtedly know all experts 
in industrial safety insist that it has a very bad effect in in- 
creasing accidents. 

The additional objection to the Washington law is this: 
The "compensation law" in its simple form (cs in England 

* The Washington Workmen's Compensation Act is very deceptive, 
unless all parts are read together. Section 4 contains a schedule of 
what appear on the face of the Act to be the mayimiim premiums which 
can be collected from employers. The same section contains a further 
provision that the Legislature may change the rates. But the joker is 
the sentence in the same section which would seem to have been added 
as an afterthought, reading as follows: 

"K, at the end of any year, it shall be seen that the 
contribution to the accident fund by any class of industry 
shall be less than the drain upon the fund on account of 
that class, the deficiency shall be made good to the fund on 
the 1st day of February of the following year by the em- 
ployers of that class in proportion to their respective pay- 
ments for the past year." 

So if a catastrophe happens in a particular industry all the employers 
engaged in that industry can be called upon on February 1 following 
the accident to replenish the fund, and likewise on each succeeding first 
of February. Where there are a limited number of employers in a 
particular industry this would be a serious matter. 

The rate of premium therefore prescribed in the schedule in the first 
part of section 4, contains, in practical effect, no limitation whatsoever 
on the amount which the employer may be called upon to pay, whether 
or not the rate is changed by the Legislature. 
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and in the majority of foreign countries) makes the employer 
an insurer of his workmen. That liability exposes almost 
every employer to constant peril of financial ruin, unless at 
a reasonable rate he can reinsure and distribute his risk. 
Now, what the Washington law does is to make each em- 
ployer not only an insurer of his own workmen but also an 
insurer of all the workmen of all his competitors in the same 
trade, thus multiplying his risk; and it then taxes him a 
heavy premium as if for insurance, but does not insure him — 
does not indemnify him — does not adequately distribute his 
risk. Take the case of the Chehalis disaster, described on 
page 11 in a pamphlet by Senator Graves of Spokane which 
I enclose herewith. What would the Dupont Company 
(therein referred to as "A") have got in return if it had paid 
its $14,400 premimn into the powder mill insurance fund? 
Indemnity? Not a bit of it. A probability of adequate 
return in compensation paid to its injured workmen? Noth- 
ing like it. It would merely have paid that money into a fimd 

to be 

dispensed according to 

the unsupervised discretion of 

a few low-salaried State officers 
unversed in insurance 

and would still have remained liable for at least 85% of 
any deficiency in compensation due by the fund to all work- 
men in powder mills in the State of Washington. 

To procure indemnity or to distribute its risk the Dupont 
Company must still go out and buy real insurance in the 
open market, under the same conditions as — ^but for a much 
larger risk than — ^before the adoption of this fancy scheme of 
so-called State insurance. 

Whatever may be said in criticism of the State insurance 
scheme of Europe at least none of them has this defect, but 
all of them either provide indemnity or furnish adequate dis- 
tribution of the risk. 
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As to Ohio, I don't know where to begin. It seems absurd 
to call its law either a compensation or an insurance law. 
Under that law an employer, whether he elects to insure or 
not to insure in the State fund, remains liable for damages 
pretty much as before. If he elects to insure he simply pays 
his good money over to a State Board to be dispensed as 
political exigencies may dictate. No methods of insurance 
are prescribed in the law, the Board may fix rates as it chooses, 
maintain or dispense with reserves as it chooses, and may 
make awards against the fund to whom it chooses and upon 
such evidence as it chooses — ^without right of appeal in any 
one except the claimant — the injured workman. 

All that an employer can do, if dissatisfied with the rate 
given him or with the management of the scheme, is to ex- 
ercise his election and drop out. It is true that the employer 
is discharged from all disability for compensation if he in- 
sures; but he is discharged from but little of his pre-existing 
liability for damages. 

On the other hand, this fund does not insure compensation 
to the workmen. The State assumes no liability to pay the 
compensation and does not guarantee its payment; as said 
before, the employer is discharged from all liability for com- 
pensation by insuring; therefore the insurance fund alone is 
liable. But with the uncertainties respecting the methods 
and success of the Board in collecting and maintaining that 
fimd there is every chance that it may become exhausted. 
Then from what source would the pensions of injured 
workmen who have received compensation awards be 
paid? 

In short, this law neither protects the employer nor insures 
compensation to the workmen. 

I have said about enough to show that the Washington 
and Ohio plans are merely defective imitations of the Nor- 
wegian plan. For a fuller presentation of the dangers of that 
Norwegian plan than can be presented in a letter I would re- 
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fer you to the enclosed brief of Mr. Sherman, submitted to 
the Federal Commission, and also to the enclosed pamphlet 
by Mr. Graves, above referred to. 

Against the foregoing Utopian schemes why not consider 
the English law? Although some of its minor details may be 
imperfect, as a whole it is successful and gives satisfaction. 
It is the model which is being copied by the English colonies 
and by the Federal Commission in its bill. In all the agita- 
tion for sickness and old age insurance in England there has 
been no disposition to change it; for it covers the subject of 
work-accidents satisfactorily. Two Laborite members of Par- 
liament testified before our New York Commission in 1910 
that labor is satisfied with it; (but I am informed that the 
socialists among them are agitating for State insurance of 
everything, including accident compensation). As for em- 
ployers, no English employer with a well equipped and con- 
ducted plant, would listen to a suggestion that the bureau- 
cratic scheme of Norway — or of Germany either — should be 
inflicted upon him. 

In regard to your gracious invitation to send a represent- 
ative before your Commission, at its June 4th meeting, I 
regret to be obliged to inform you that this will be impossible, 
for the reason that the various men connected with the 
United States Casualty Company are all specialists in par- 
ticular lines of the business, and for this reason I should have 
to send three or four men if I sent any. 

I should very much like to appear before your Commission 
myself, and would certainly do so except for the fact that on 
the date you name I have agreed to address the National 
Convention of Factory Inspectors in Washington, D. C. 



I should like to talk the question over with you personally 
at any time and at any place agreeable to both of us. 
Shall you be in New York this summer? ^ , 
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Again thanking you for an opportunity of giving you my 
views, and offering to co-operate with you in any way within 
my power, and placing all the records of this company at 
your disposal, I remain. 

Most truly yoiu-s, 

Edson S. Lott, 

President. 
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LETTER NO. 2 

Prevent Monopoly in Workmen's Compensation Insurance by 
Permitting Free Competition 

To Hon. John T. Clarkson, Chairman Employers' Liability and 
Workmen's Compensation Conmiission of Iowa. 

New York, July 3d, 1912. 
Dear Mr. Clarkson: 

I thank you for your letter of June 19th, re the State col- 
lecting and disbursing a workmen's compensation fund. 

I quote from your letter as follows: 

"... the defect complained of (that of charg- 
ing each employer in the same industry a 'flat' 
rate) might very readily be overcome by placing the 
money collected from each and all of the industries 
into a general fund and tax the industry according 
to the hazard thereof, based upon experience, rated 
within reasonable bounds by an actuary so as to de- 
termine the rate that each particular industry should 
pay according to the hazard, experience and care- 
fuhiess upon the part of the employer with reference 
to the management of his business and the interest 
taken therein by way of supplying safeguards for 
workmen while engaged in their employment, leav- 
ing the rate to be adjusted from time to time as 
conditions and experience would disclose the neces- 
sity and requirements therefor." 

It seems reasonable to assume that if any workmen's 
compensation law is administered by a competent force in 
field and office and is left alone long enough and insurance 
under it is carried long enough so that the experience will 
be sufficient to be reasonably reliable, each establishment 
could be rated approximately according to its individual 
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hazard. But after sixteen years' experience in Norway there 
is no sign of any approach to that condition. 

How will you provide for the "catastrophe" hazard under 
such a plan? 

A few years ago a boiler in a Massachusetts factory biu^t 
and killed some 190 workmen. At $3,000.00 each, this would 
mean a loss of some $570,000.00. 

A few years ago a department store in Albany, N. Y., 
collapsed and killed some 90 clerks. At $3,000.00 each this 
would mean a loss of some $270,000.00. 

You are doubtless familiar with the recent burning of the 
Triangle Shirt Waist Factory in the City of New York caus- 
ing the death of hundreds of workers. 

I have been taught that the essential principles of all true 
insurance are 

THE LAW OF AVERAGE 

and 

R-I-S-K D-I-S-T-R-I-B-U-T-I-O-N. 

Stock liability insurance companies do business all over 
the entire country — they aim to get enough insurers of each 
class so that the law of average will apply, and their risk will 
thus be equalized. Thus each class stands on its own merit. 

You propose *' placing the money collected from each and 
all of the industries into a general fund and tax the industry 
according to the hazard thereof, based upon experience, 
rated within reasonable bounds by an actuary so as to de- 
termine the rate that each particular industry should pay ac- 
cording to the hazard, experience," etc. 

If by "each particular industry" you mean each particular 
insurer, then your plan contemplates nothing more nor less 
(I respectfully submit) than that each insurer shall himself 
carry his own insurance and pay his own losses — plus the 
cost of your administration. 

If by "each particular industry" you mean all the estab- 
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lishments in a given industry, then I respectfully submit that 
another difficulty confronts you, as follows: 

I take it that your State-created mutual insurance institu- 
tion is to be a sort of clearing house. That each of the many 
subscribers to the clearing house is to pay his comparatively 
little into it, and that it will gather up the many little pay- 
ments into piles and pay over these piles to those who meet 
with misfortunes covered by the by-laws of the clearing 
house — the clearing house to charge a toll for the work, 
enough to cover the expenses. 

You will operate in the State of Iowa only. There are 
many branches of industry in yoiir State embracing only a. 
few establishments. Under your plan will not such estab- 
lishments be insuring themselves even though they become 
subscribers to your association? There will not be enough 
industries, of some classes, so that the law of average can 
apply — so that the risk can be properly distributed. What 
will happen in the case of a conflagration causing the loss of 
many lives — such as does happen now and then? 

Stock liability companies have "shock absorbers" in the 
way of reinsurance treaties, in addition to tl^eir risk dis- 
tribution. 

Stock companies insure against loss, for a fixed and definite 
premium, pledging all their assets for the payment of the 



You act as a clearing house for your subscribers, and they 
pay their own losses — if they can. 

When the subscribers to the clearing house are only a few 
(as will be the case with some industries), are they really 
"insured" in the real sense of that word? 

And does this not apply, in a greater or lesser degree, to 
your entire plan? 

Permit me to add right here that some two score stock 
insurance companies have just completed a "shock ab- 
sorber" arrangement to take care of the "catastrophe" 
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hazard, whereby each such company will reinsure its Massa- 
chusetts compensation risks with each such other company, 
30 that no one such company will stand to lose more than 
$25,000.00 as the result of any one accident in that State. 
It is proposed to create a fund of one million dollars for this 
"catastrophe" hazard. 

When you are planning a scheme whereby you can, 
through your ** actuary, determine the rate that each particu- 
lar industry should pay according to the hazard, experience 
and carefulness upon the part of the employer with reference 
to the management of his business and the interest taken 
therein by way of supplying safeguards for workmen . . . 
leaving the rate to be adjusted from time to time as conditions 
and experience would disclose the necessity and requirements 
therefor," what will you determine the future rate to be for 
the employer who presents you with a loss of half a million 
dollars as the result of one accident? 

What rate will you give a mine after it has killed a score 
or two of miners? 

And if your plan is to make each risk stand on its own 
bottom, what right have you to use "money collected from 
each and all of the industries'' of your State with which to 
pay a catastrophe loss in one industry? 

I fiuiiher quote from your letter as follows: 

"As a means of overcoming that objection (politi- 
cal control) would not the following fundamentals be 
feasible, reasonably well safe-guarded by statutory 
enactment: 

"First: State control and distribution of fimds: 
All industries taxed according to the hazard of the 
employment based upon experience, conditions of 
the works, ways and means with reference to 
safety appliances, and care taken by the employer 
to protect his workmen and the money collected 
paid into one fund to be administered by a Commis- 
sion as hereinafter mentioned. A careful, qpnscienT, 
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tious, expert actuary employed to prepare schedule 
of rates to create the fund from which workmen 
would receive payment for injuries while in line of 
duty. 

'* Second: State administration. Appoint a 
Commission say of three from among the employers, 
appointment to be made by the members of the 
Supreme Court who are as far removed from politi- 
cal influence as may be, the Commission to have 
the exclusive duty of payment of the claims to 
injured workmen; the Coimnission to have the power 
to appoint such reasonable number of deputies as 
may be necessary for the purpose of examining the 
facts relating to the claim. The fact that this Com- 
mission would be composed of employers exclusively 
would be an incentive upon their part to see to it 
that fraud was not practiced and that no one would 
be paid any claim to which they were not entitled. 

"Third: Appoint another Commission say of 
three persons, to be appointed by the Governor and 
approved by the Senate, which would have charge of 
all the duties ordinarily imposed upon the Depart- 
ment of Labor and Factory Inspectors, empowering 
the Commission to employ such reasonable number 
of assistants as may be necessary to properly per- 
form their duty. In addition thereto to make this 
Commission a Board of Arbitration when disputes 
may arise between injured workmen and the Com- 
mission having charge of the payment of the claim, 
giving either party the right to appeal from the 
Board of Arbitration or Industrial Commission to 
the courts." 

Even if your plan were feasible in all other respects you 
would need the whole time and undivided attention of "a 
careful, conscientious, expert actuary," and you could not 
obtain the services of such an actuary as you describe unless 
you paid him at least $25,000 per year, and you could not 
get an actuary who could fill the bill, under your plan, for 
that price. Your State will never consent to pay that salary 
to any one man, anyway. And in addition that actuary 
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would need the assistance of a corps of high-priced, technical 
assistants, both in field and office, to be selected regardless of 
politics. 

You appear to believe that there is something in my con- 
tention that any kind of ''State insurance" will be more or 
less dominated by political considerations, for you propose 
to have one of your commissions appointed by your Supreme 
Court, for the reason that it is "as far removed from political 
influence as may be.'' However, you propose to have created 
another Commission, with power to overrule your Supreme 
Court-appointed Commission, and this latter Commission 
is to be "appointed by the Governor and approved by the 
Senate." You further propose that if your Governor- 
appointed Commission overrules your Supreme Court- 
appointed Commission, a court of competent jurisdiction 
can overrule your Governor-appointed Commission. 

I respectfully point out that your plan is not removed from 
the realm of politics by your suggestion that your minor 
Commission shall be appointed by your Supreme Court, 
when at the same time you leave your major Commission to 
be appointed by your Governor — a political proposition. In 
fact you are almost exactly copying the least satisfactory 
features of the German system. 

I further respectfully suggest that your plan would en- 
courage instead of discourage litigation. The German ex- 
p>erience proves this. With so many chances to get a decision 
reversed, the lawyers would thrive; and the work-people 
would become dissatisfied. You and I will agree that the 
one great purpose to be gained by workmen's compensation 
laws as distinguished from employers' liability laws is to dis- 
courage and avoid litigation between employer and em- 
ployee. 

May I also point out to you the practical impossibility of 
State employees resisting the "pressure" of influential em- 
ployers when it comes to making insurance z^i^tfi&cwhereby 
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each of two employers in the same town engaged in the same 
general work shall be given a different rate — one very much 
higher and one very much lower than the basic rate? Town 
assessors would have a comparatively easy job, and you know 
the constant hue and cry all over the land for "equalization 
of assessments." 

You propose that the Commission appointed by the Su- 
preme Court shall "have the exclusive duty of payment of 
claims to injured workmen," the Commission to have power 
to "appoint such reasonable number of deputies for the 
purpose of examining the facts relating to claims as may be 
necessary." My judgment is that it would be "necessary" 
to provide a place for many a deputy who would otherwise 
go unrewarded for his political activities, and that such 
deputies would not have a fair show for the exercise of in- 
telligent judgment, because of their political aflSliations, even 
if they were well schooled in the art of detecting fraud — ^big 
and little. Employees of private insurance companies hold 
their positions on their merit alone, which is not always the 
case with State employees. 

You say also that inasmuch as this Commission would be 
composed of employers exclusively, there would be an in- 
centive on their part to "see to it that fraud was not prac- 
ticed and that no one would be paid any claim to which he 
was not entitled." 

Are you going to have employers to do all this while also 
attending to their own business? Impossible. Or are you 
going to have them divorce themselves from their own busi- 
ness and give their whole time and undivided attention to 
their new work? It certainly would need all their time. And 
are they to be paid commensurate salaries? In any event, 
do you think they would prove superior to the officials of 
private insurance companies who are selected because of 
their especial fitness for the work in hand — ^and not because 
they have heretofore spent their time m ent;ir(^ilifferent 
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lines of human endeavor? If they are to depend upon the 
deputies appointed *'for the purpose of examining the facts 
relating to the claim," must they not depend upon the 
judgment of the deputies? Would such deputies be superior 
to the men employed by private insurance companies? 
Moreover, how could your Conmiission of employers "see 
to it that fraud was not practiced," simply because they were 
employers, when their decision can be overturned by a Com- 
mission "to be appointed by the Governor and approved by 
the Senate"? 

Why upset your "Department of Labor and Factory In- 
spectors"? Certainly that department, to be efficient, must 
be free from the administration of the compensation law. 
Your present Department of Labor and Factory Inspectors 
may be inefficient. I do not know. I assume that it is better 
than your State deserves, for I note that your State is as 
niggardly in its appropriation for the use of your State Labor 

Department as the average State. 

******* 

Permit me to answer all the questions you have raised in 
your letter by asking you one, Indian-like: 

How would your people be any better off by tying up a 
State insurance scheme with a workmen's compensation law, 
than would be the case if you do not link together these two 
different things? 

If you cause the policyholders to pay the cost of running 
your State Insurance Department, the expense to them 
would be greater than would be the case if the insurance is 
conducted by private companies. If you make the tax- 
payers at large pay the cost of nmning your State Insurance 
Department, it would be imfair to those taxpayers who are 

not policyholders. 

******* 

Do you not think your employers will have enough on 
their hands simply to take care of any workmen's compensa- 
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tion law which you may enact, without at the same time 
introducing the uncertain element of State insurance? 

If you advertise the fact that the Commission to be ap- 
pointed for the purpose of seeing that fraud is not practiced 
by injured employees, is to be composed exclusively of em- 
ployers, will you not meet with strong opposition from labor 
unions? And does not the German experience give them 
reasonable ground for such opposition? 

The only reasonable argument which I can see in State 
insurance over private insurance, is that the State has 
greater resources than the private companies, and that if 
the State actually goes into the business of insurance and 
pledges its credit for the payment of all claims, then — of 
course — ^the employee might believe that he would be surer 
of his compensation when it was once established. But such 
a guarantee by the State is out of the question. Moreover, 
if your State should enact an intelligent reserve law for com- 
panies writing compensation insurance, no doubt could be 
raised concerning the security they could offer. 

I recommend a reasonable workmen's compensation law, 
and I recommend three forms of insurance in connection 
with such a law. 

First. Permit the employer to carry his own insurance, if 
he can satisfy your Commission that he is solvent and likely 
to remain so. Permit a court of competent jurisdiction to 
commute any compensation awarded, and to require the 
employer to deposit the commuted value of the award in a 
trust company for the benefit of the injured employee or his 
dependents or to furnish a bond guaranteeing the payment 
of the compensation — in the discretion of the court. 

Second. Permit the formation of mutual insurance asso- 
ciations, requiring them to maintain the same reserves as 
are required of stock insurance companies; and oblige such 
associations to guarantee in their policies the solvency of 
each of their assured, so far as compensation to employees 
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for injuries is concerned. Also make assessments against 
policyholders' preferred claims. 

Third. Permit anyone to insure in a stock insurance 
company, duly authorized by your Insurance Department 
to do business in your State, and oblige such companies 
similarly to guarantee in their policies the solvency of their 
assured. 

Beyond this, I would make the injured employee a pre- 
ferred creditor in the same manner as a workman is now a 
preferred creditor for his wages. Very few employers fail 
to the extent of being unable to pay their preferred creditors, 
and imder my plan the mutual insurance associations and the 
stock insurance companies would have to pay if the employer 
did not. 

By following my plan you would have : 

First. Each injured employee entitled to compensation 
would be a preferred creditor, as respects himself and his 
dependents. 

Second. The court would have the power to guarantee the 
payment of compensation awarded, by causing the employer 
to either immediately put up a sufficient amount of cash to 
provide for the compensation as long as it was payable, or 
to give a bond. 

Third. Back of the employer who insured would be the 
strength of a mutual association or the resources of a stock 
company. 

Fourth. In the case of the insolvency of the employer, 
any compensation awarded would be payable directly by 
the stock insurance company or the mutual insurance asso- 
ciation. 

Fifth. Insurance rates would be kept down by competi- 
tion between stock companies, by competition between 
mutual associations, and by competition between stock com- 
panies and mutual associations; and if anyone found the rates 
of the stock companies too high and the rates of the mutual 
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associations too high, he could carry his own insuriance, if 
his financial status would permit. 

By my plan you would do away with creating more political 
machinery and more politicians in your State affairs. 

I respectfully suggest that the plans of State insurance 
which are advocated here and there in this coxmtry are noth- 
ing more than mutual insurance associations conducted by 
State officials. The guarantee that enough will be collected 
to meet the losses is worth no more than the guarantee given 
by any privately conducted mutual insurance association. 
In the one case the State oflScials can assess, under the other 
an association manager can assess. In either event it is only 
the assets on hand and the legal liability of policyholders 
which guarantees the payment of compensation. 

So far as the assured is concerned, some so-called State 
plans have the unfair advantage over the ordinary mutual 
association, in that the taxpayers at large pay the expenses 
which should be borne by the employers only — a wrongful 
distribution of the cost. However, this unfair advantage is 
more than offset by the fact that the employers or policy- 
holders have no voice in the management — ^when the or- 
ganization is run by State officials. 

In the ordinary mutual insurance association, the policy- 
holders elect their own directors and the directors in turn 
elect the officers. If the officers are incompetent or extrava- 
gant the remedy lies with the policyholders themselves. In 
other words, they control the situation. They can have a 
conservative, strong mutual insurance organization, exercis- 
ing sanity in respect to reserves, or they can have as cheap an 
outfit as they will stand for. 

Under the State system, so called, the policyholders must 
take what is given to them in the way of management and 
give what is demanded of them in the way of premiums. 
The management may be competent or the reverse. It may 
or may not be conducted as a well-managed private mutual 
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insurance association is conducted, and it may change with 
every change of State administration. It may have at heart 
the interests of the poUcyholders or those to whom compensa- 
tion is paid, or its main object may be building up the polit- 
ical organization of which its officers are members. 

For my part, I do not see how prudent manufacturers can 
favor the organization of a mutual insurance association run 
by State officials, rather than a mutual insurance association 
run by themselves. Nor do I see why employers should 
choose to leave their own regular occupations to engage on 
the side in a new and highly technical occupation — the in- 
surance business. 

In any event, why should a hard-headed employer volim- 
tarily go into a scheme which presents the most undesirable 
feature of insurance — ^policyholders' liability — ^without even 
the satisfaction of having a voice in the management of the 
scheme? If the employers themselves could not properly 
run a mutual organization, is it probable that politicians 
could do so? 

It seems to me that any plan of "State insurance'' (so 
called, but of course not real State insurance) is simply a 
precarious device to avoid the difficulties and perplexities 
of adjusting private rights between employers and their 
workmen, by consigning the whole matter of compensation 
to a political bureau with power to assess employers indef- 
initely and to distribute the money thereby obtained as the 
officials of such political bureau please. 

Of course I have no means of knowing yoiu* private opinion 
of the relative value of work done by State-appointed em- 
ployees and of work done by employees working for private 
interests; but I believe that you will subscribe to the state- 
ment that the State never can successfully compete with 
private enterprise in this respect. 

Suppose the State of Iowa does go into the^^gness of 
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compensation insurance. If all the premiums received by 
the State are not suflScient to pay all the losses, who will 
pay the difference? The taxpayers at large, irrespective of 
whether or not any particular taxpayer is insured? Would 
this be just to the taxpayers? Or if all the premiums re- 
ceived by the State are not sufficient to pay all the losses, 
will the employers who are insured be assessed from time 
to time for more premiums? If so, what about the employer 
who pays an initial premium and then goes out of business, 
becomes insolvent or dies, — ^who makes up for him? How 
will Iowa take care of the calamity loss if 100 (or 20) em- 
ployees are killed in one accident? 

What advantage has the State over a private corporation 
as respects management expenses, imless it be in the saving 
of agents' commissions? Conceding that the State can do 
away with agents' commissions, will it not cost just as much 
to send competent men to employers to arrange the insur- 
ance, to inspect establishments so as to determine rates, 
etc., etc.? 

There are numerous classifications for employers' liability 
insurance, each taking its own rate according to its hazard. 
There are many kinds of policies, according to the needs of 
the insured. The agent who solicits the business must imder- 
stand the hazard to be covered and the needs of the insured, 
that he may have issued for him the particular policy or 
policies that will give him the protection he needs and for 
which he pays. The underwriter at the home office of the 
insurance company personally inspects each application of 
the insured and each policy issued, to see that they are in 
order. For complicated risks much correspondence usually 
ensues before the policy is in correct form. 

The stock company underwriter has authority to adjust 
everything to fit the needs of each insured. How would the 
State arrange this? 

And who will audit for the State ^^© Pgyr^y^^the as- 
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sured? And who will settle disputes over the correctness of 
the audits? 

When the State has fixed its premium rates, how will it 
know whether they are adequate imtil all the claims for ac- 
cidents happening while the insurance was in force have been 
settled or outlawed? 

And will the actuaries, underwriters, claim adjusters and 
clerical force all change every time the State changes its 
politics? Will a big employer of labor with a big political 
following be permitted to name one of the underwriters, and 
will such imderwriter feel imder obligation to name a low 
rate to such employer? 

Will the State be able to get as competent managers and 
•employees as the insurance companies? 

Aside from agents' commissions, is it reasonable to suppose 
that the State can conduct the business as economically and 
as efficiently as insurance companies? Will salaried State 
negotiators cost less per dollar of premium than company 
commission agents? 

When an employer insures against accidents to his em- 
ployees, he usually also insures against accidents to other 
persons — ^the public. The owner of an establishment may 
be liable for damages to any person, whether an employee 
or not, who sustains a bodily injury on or about his premises. 
The prudent owner takes out public liability insurance as 
well as employers' liability (or workmen's compensation) 
insurance. Both hazards are often covered in one policy. 
The two hazards are closely interwoven. Will the average 
policyholder want to split his insurance, giving one piece to 
the State and the other piece to a private company? 

It is, I assume, very doubtful whether you will finally 
actually advise your State to go into the business of insur- 
ance. You certainly will not advise your State to insure 
steam-boiler, elevator, teams, vessel, theatre, landlord, auto- 
mobile and kindred lines. Such insurance protects the in- 
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sured against his liability for accidents to his employees and 
also against his liability for accidents to the general public. 
But if you don't your scheme will not be a convenience, but 
rather a vexatious interference with the private right to 
insure. 

Many contractors carry on operations in two or more 
states. Many manufacturers send their products all over the 
country and send their own men along to install them. If 
such contractors and manufacturers were insured by the 
State, of what value would the insurance be when the in- 
sured were operating outside of the State? 

If the State company were given a monopoly of the busi- 
ness in its State, would it insure the concern of another State 
while temporarily carrying on operations in its State? 

I maintain that the proper kind of self-interest will be 
entirely absent from officials who are selected to manage a 
State company, while always present with the private com- 
pany officials. Self-interest is a tremendous motive to keep 
up the service to the insured and to keep down the expenses 
of management. State company employees will have no self- 
interest to do that. Their self-interest will lead them to 
embrace the opportunity to become personally popular and 
advance their political fortimes through liberal expenditures. 
They will have no personal interest in preventing payments 
of excessive and fraudulent claims. 

Private company officials and employees are selected, re- 
tained and promoted on their merits. 

Moreover, I make the bold statement that no State can 
obtain the services of the army of experts required to conduct 
successfully a large compensation insurance company. Gen- 
erally speaking, those having the highest technical and prac- 
tical knowledge do not accept such insecure positions, if 
avoidable. 

Insurance companies are already supervised to such an 
extent that they may almost be said to bgg|)|^^J;^ State. 
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What other business is there which is subjected to such 
great publicity as is that of insurance? Every dollar of in- 
come is reported to the public authorities of nearly half a 
hundred States, if the company is doing business in all of 
them. These reports are spread broadcast. Expenses are 
subjected to the same scrutiny. Every detail of management 
is supervised by public authorities. Even the right to con- 
tract is limited by law and supervised by insurance commis- 
sioners. 

No less a person than Arthur I. Vorys, for many years 
State Superintendent of Insurance of Ohio, has said: 

"There is no institution in the United States 
subjected to as much inspection, supervision, regu- 
lation and dictation as insurance.'' 

All stock casualty insurance companies are now inspected, 
supervised and regulated by the State, save only as respects 
premium rates, and competition surely regulates the rates, 
for casualty insurance in this coimtry is no longer controlled 
by a few companies. Many States now have their own lia- 
bility (or compensation) insurance companies, some States 
have many such companies. Indeed, new companies are 
springing up so fast that, at the present rate of increase, right 
soon every considerable city can boast of being the head- 
quarters of one or more such insurance companies. It is 
reported that a mutual association has just been chartered by 
your State. 

If any person thinks that the rates compensation insurance 
companies are likely to ask in your State are so high that the 
companies will make exorbitant profits, he need not set the 
cumbersome State machinery in motion for the purpose of 
relieving his fellow citizens from that evil. That will be a 
slow method, at best. He can give relief more quickly by 
starting a company of his own — he can get a new company 
under way within a few weeks. 
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It requires neither experience nor good judgment to start 
a liability insurance company. All legal requirements are 
met by raising the necessary capital. 

But, long ago, the greatest of Teachers pointed out the 
folly of an intending builder who "sitteth not down first and 
coimteth the cost." 

I trust you will pardon the length of this letter. The truth 
is I have not the time in which to make it shorter. 
I thank you for giving me the opportunity to write it. 

Most truly yours, 

Edson S. Lott, 

President. 
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LETTER NO. 3 

The Percentage of Pajrments by Employers Which Reaches 
Injured Employees 

To Hon. Frank P. Bennett, Jr., State Senator of Massachusetts. 

My dear Senator: ^ew York, May 6th, 1912. 

You said to me the night before last (Thursday night) and 
again the morning after (last Friday morning) that your 
Workmen's Compensation Conmiission claim that out of each 
dollar casualty insurance companies receive in premiums for 
employers' liability insurance, thirteen cents is paid in losses 
and eighty-seven cents is used in the distribution of the 
thirteen cents. 

I denied then and deny now, that your Conmiission or any 
member thereof ever made such a statement. 

Will you not be so good as to make inquiry of your Com- 
mission concerning the correctness of your statement to me, 
that I may offer you a proper apology — if the error is mine 
instead of yours; and that I may set your Commission 
straight, if it has been making such statement? 

As a matter of fact, liability insurance companies could 
take in one himdred thousand dollars in premiums and pay 
out but thirteen thousand dollars in losses, and yet be most 
useful and even necessary institutions. 

However, even though a liabiUty insurance company 
COULD take in one hundred thousand dollars in premiums 
and pay out in losses but thirteen thousand dollars, and still 
be pursuing 

an honorable 
a usefuli 

and even 

a necessary 
calUng, 
37 
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the RECORD is different, as I am prepared to show. But 
I should first like to know whether your Commission has 
made such a statement as you attributed to it. 

Of course there is a wide difference between the amount 
of premiums received for employers' liability and the amount 
of "damages" which actually gets into the pockets of injured 
employees, but if this is a fault the fault cannot be laid at 
the door of insurance companies; 

it 
is 
the 
law 
which 
is 
at 
fault. 

The present employers' liability law (or common law) now 
in force in your Commonwealth, and which will be in force 
until July 1st, does not require an employer to pay an in- 
jured employee anything at all, — 

unless it actually that the employer 

is proven, to the satisfaction or his superintendent 
of a court and jury, was solely at fault 

for the accident causing the injury; and that the 
injured employee was himself guiltless of any " con- 
tributory negligence" in connection therewith; and 
that the accident was not caused by an act of a 
"fellow servant" (fellow employee); and that the 
accident was not caused by something impossible to 
foresee and inherent in the work which the injured 
employee had engaged to do (" assumption of risk "). 

(A lawyer would not employ my words in telling this to 
you, but I am conveying the right idea to your mind.) 
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With all these defenses on the side of the employer, only 
about one injured workman in eight in this coimtry has been 
receiving anything from his employer in the way of "dam- 
ages" (or "compensation'') when he has been accidentally 
hurt. 

But nearly one hundred per cent, of injured workmem 

D-E-M-A-N-D 

DAMAGES 

WHEN THEY ARE HURT. 

They do not so frequently obtain damages, but they almost 
invariably seek damages. 

And a large percentage of them get in the hands of lawyers 
whose practice is mostly in accident (or "negligence") cases. 

Now I assume that you will assume that 'tis an easy matter 
to defend an employer, when he has so many defenses, 
against a suit brought by an injured employee for damages, 
but — ^believe me — ^it is not. 

When an employer carries no insurance and a lawyer 
notifies him that he is about to bring suit for damages against 
him on behalf of an injured employee, the employer usually 
consults a lawyer himself. The lawyer tells him what the 
law is. From the lawyer's description of the law, the em- 
ployer usually decides that he is not "liable," and a lawsuit 
often follows. 

When an employer is in direct litigation with his work- 
men, he is often governed by strong prejudice and passion; 
that is, he feels keenly a personal injustice. Insurance com- 
panies deal with such things impersonally, calmly and dis- 
passionately. No liability insurance company can be per- 
manently successful imless the injured workmen of its 
assmred are dealt with in a broad and liberal manner as dis- 
tinguished from a narrow and technical spirit, for — ^finally — 
the employers will patronize that company which causes the 
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least friction between employers and workmen. Hence the 
injured workman is usuaUy better off if his employer is in- 
sured. 

Of course the insurance company does not pay the injured 
workman his hospital and doctor bills and his wages while 
he is laid up in all cases — ^far from it; for the very good 
reason that 

IT 
IS 

NOT 

P-A-I-D 
TO 

DO 

ANYTHING 

OF THE KIND. 

The insurance company is paid to hold the assured harm- 
less against his 

L 
£ 
G 
A 
L 
LIABILITY 

to injured employees, and it is paid for NOTHING MORE. 
The insurance poUcies cover the assured ONLY against the 
Uability IMPOSED BY LAW upon the assured and against 
claims by injured employees to enforce the law. 

Hence IN THEORY the insurance company should not 
pay any injured employee anything unless and until a court 
and jury has said that his employer is Uable to him for the 
damage he has sustained; but in PRACTICE the insurance 
company litigates only a VERY small number of the claims 
against its assured, and it wins a very LARGE percentage of 
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those it does litigate, showing that there was no liability to 
start with. 

Those companies which have a reputation for ''litigating 
everything," really litigate only a very small percentage of 
all the claims against their assured. 

We hear much about the litigation of liability insurance 
companies, but 'tis like the one bullfrog in a tin can — ^the 
noise he makes causes you to imagine there are a million 
frogs close by all lending a throat to make so much noise. 

Will you not please read what The Journal of Commerce, 
of the issue of February 10th, 1912, said about one company 
as follows: 

"LIABILITY INSURANCE 

"Relative Merits Liberal Settlements or 
Resisting Claims. 

"There is much complaint among liability under- 
writers that under existing business conditions, due 
to compensation legislation, liberalizing of em- 
ployers' liability laws and political agitation, there 
is a serious loss in this class of business. It is 
noticeable, however, that the companies whose 
practice has been to keep the outstanding claims 
against their assured reduced to the minimum, show 
a considerably better experience than those who 
have in the past adopted the policy of resisting such 
claims imtil proved in court. The relative advan- 
tage of these two diametrically opposed policies was 
never more clearly exemplified than at the present 
time, when liability underwriters who have always 
advocated the former system are now able to tell 
exactly where they stand, whereas those who took 
the latter course have a great volume of liability 
piled up against them which they cannot satisfacto- 
rily estimate the cost to liquidate. 

"As an instance of the advantages of the former 
course, the United States Casualty Company, which 
has always cleared up the claims against its assured 
^ rapidly as possible, had at the close of 1911 pnly.^ 
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156 suits outstanding out of considerably over 
two hundred thousand claims against its assured 
during the time it has been writing liability insur- 
ance. The company last year wrote over one mil- 
lion dollars net in liability premiums." 

Notwithstanding the really liberal practices of liability 
insurance companies, the fact that they insure against the 
legal liability of their patrons, and 'tis usually difficult to 
determine (in advance of a lawsuit) when there is and when 
there is not legal liability, 

BECAUSE 

OUR LAWS 

ARE AS THEY ARE, 

the rimning of a good service liability insurance company 
(outside of its losses) is an expensive proposition at best. 

And even if such companies paid over to the lawyers of 
injured workmen ALL the premiums they received, the 
lawyers would often keep one-half ai\d sometimes more, so 
the injured workmen would really get but about one-half 
the premiums. 

Moreover, if employers did not insure, but employed their 
own lawyers that method would, in most cases, be more ex- 
pensive than insurance, and the injured workmen would get 
no more. 

So, 

my dear Senator, 
I ask you, 

why do you blame the insurance 
companies 
for a condition 
due 
entirely 
to 
your laws? 
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We must all admit that theoretically employers' liability 
laws are all right; that we should not make an employer pay 
damages for an accident to a workman when he (the em- 
ployer) is in no wise to blame or at fault for the accident; 
but in practice such laws work such hardships that they 
ought to be replaced by workmen's compensation laws. 

♦ « « 9|C « « « 

Cordially and sincerely yours, 

Edson S. Lott, 

President. 
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LETTER NO. 4 

The Basis of Premium Rates for Workmen's Compensation 
Insurance 

To Hon. Samuel Botterill, East Orange, N. J., of the New Jersey 
Workmen's Compensation Commission. 

My dear Mr. Botterill: ^^^ Y^^*^' ^P"^ «' '^'^' 

I thank you for your very frank but most kind letter of 
April 2nd re my paper on ''State Employers' Liability or 
Workmen's Compensation Insurance.'' 



I first take up one of the last things in your letter: 

"While dealing with the question of rates I 
would like to call your attention to the time when 
you were before the New Jersey Commission at 
your last visit to Trenton, wherein you stated to the 
Commission that the insurance companies were more 
or less in the dark as to a base to make your rates 
upon, and yet I see on page 5 of your paper these 
words ' In making calculations to fit those new condi- 
tions, liability insurance underwriters have used the 
data at their command and the knowledge founded on 
their experience in an endeavor to name premium 
rates which will prove fair to the insurer and the 
insured." 

I respectfully submit that my statement before your 
Commission is not inconsistent with the statement in my 
paper. 

We certauily used the data Just as certainly we are 

at our command and the more or less in the dark as 

knowledge founded on our to the actuarial value of our 

experience when we made our old data when applied to 

New Jersey premium rates. new conditions. 
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The data at our command was largely compiled imder the 
old order of things — under policies based on employers' 
Uability laws (founded on the negligence or fault of the em- 
ployer). Our experience was largely with the law of negli- 
gence. 

But we did have other data and other experience 

based 
upon 

accidental 

injuries 

to employees, 
irrespective 

of the question 

of legal liability 
on the part of 

the employers, 

for all liability insurance companies had for years issued 
policies which provided payment of part wages to injured 
employees while they were disabled, 

WITHOUT QUESTION 

AS TO WHO WAS AT FAULT 

FOR THE ACCIDENT. 

Only a few employers bought such policies, for the reason 
that the premium rates for them were very much higher than 
the premiiun rates for policies which only 

protected 
the 
insured 

against 
his 
legal 

liability. 
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However, the data derived from our operations under such 
policies gave us a good "line" on the probable cost of work- 
men's compensation insurance, although such data was not 
conclusive. Of course we took into consideration our much 
more voluminous data gathered from our larger operations 
in our regular line of straight liability insurance. And the 
committee which had in charge the compiling of the New 
Jersey rates ''used the knowledge founded on their expe- 
rience" in an attempt to reconcile all the elements entering 
into the question to be determined. I beg you to believe 
that the committee which compiled the New Jersey rates 
made no attempt to pitch them so high that the insurance 
companies would be likely to make large profits, but that 
their greatest concern was to only raise them to a point which 
would save the insurance companies from actual loss. More- 
over, it was impossible to get all the insurance companies to 
agree on commissions, with the result that we are now paying 
a higher rate of commission in New Jersey than the amoimt 
the premium rates were loaded for that purpose. 

I quote from your letter: 

"But the great source of distrust of the insurance 
companies in the public mind, seems to be that the 
insurance companies have not taken the public into 
their confidence sufficiently as to educate the public 
mind as to the necessity of these large increases in 
their rates, by publishing broadcast the statistics 
upon which jbhey base their reason for so large an in- 
crease in the rates." 

To be entirely frank with you, my dear Mr. Botterill, I 
must say that I do not know how to go about "publishing 
broadcast the statistics." There is not a newspaper published 
in your State large enough to hold the statistics, even if it 
printed nothing else. Moreover, would the public imder- 
stand the statistics, if we had enough money to pay for 
publishing them broadcast? 
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Is it right for me to suggest that I did take the public into 
my confidence when I published those statistics on pages 7 
and 6 of my paper? 

I have placed in circulation two hundred thousand copies 
of that paper. You can figure the cost of the postage alone 
in connection therewith. What is the result? Even you do 
not appear to give me any credit for giving some figures in 
that paper. 

You can see what the ultimate loss ratio to the insurance 
companies was under the old law, and if the new law causes 
employers to pay out more money, then we must have more 
premiums. Our old premiimis were too low to take care of 
the increasing loss ratios even if you had not changed your 
law. 

Please come to my office and let me take you where you 
can see the figures which have been compiled. Let me show 
you our statements to the State Insurance Departments. 
Let me show you anything and everything you want to see. 

I respectfully suggest, my dear Mr. Botterill, that you are 
in error when you write: 

"... you state that no one could even see the 
figures of the various insurance companies, which 
was a base for the large increase of the rates." 

Perhaps my words did not make my meaning clear. My 
words were: 

"Governor Wilson cannot have greater knowledge 
than insurance underwriters themselves as respects 
what it is likely to cost insurance companies to in- 
sure New Jersey employers against their liability for 
accidents to their workmen. He has no source of 
information on this subject which is not readily ac- 
cessible to every underwriter in the land. He surely 
has not studied — has not even seen — the figures of 
the companies whose managers he characterizes as 
'singularly unwise.' It appears, ther^cjre^^ylihft^ jn^^^ 
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this particular instance Governor Wilson, contrary 
to his custom, reached a conclusion on ex-parte 
evidence." 

What I meant was that the Governor had not informed 
himself before he spoke. I did not mean that he would have 
been denied access to our figures had he asked to see them. 
It seems to me that I used arguments against the Governor's 
public charge that I was "singularly unwise." When it 
comes to that, I am willing to say that the Governor could 
not have told from any superficial examination of our records 
whether or not our rates were too high or too low. A work- 
ing knowledge of the business is not so easily acquired. This 
is not saying that Governor Wilson is not a gentleman of 
unusual intelligence. However, ANY MAN who can now 
tell the EXACT ULTIMATE COST to msurance companies 
for carrjdng risks imder your compensation law is, indeed, a 
wise man. I do not believe that such a man exists. 

I wish I had the power to convey to you and to all others 
the belief which possesses me, and which is based on my 
general experience in the business, that my company will 
lose a large amoimt of money before we can hope to make 
money writing compensation insurance. 

While you feel that our rates are too high, I fear that they 
are too low. I hope that you are right and that experience 
will permit us to decrease our rates. We always make the 
highest ratio of profit on the lowest-rated risks. 

I wish I could pass along to the public the knowledge I 
think I possess and which causes me to know as much as I 
can know anything yet imdetermined, that our present 
premium rates are not pitched too high. 

During the first three months of the present year we have 
paid out in losses and loss expenses 64.2 cents out of every 
dollar we have taken in for liability and compensation pre- 
miums, and this covers public risks as well as employers' risks, 
and the loss ratio is always less on putfji^^j^lg^yj^ on em- 
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ployers' risks. No state in this country could conduct the 
business on a 35.8 per cent expense ratio. However, when 
compensation for industrial accidents becomes general in 
this country, as it will, we can then go on a 65 or 70 per cent, 
loss ratio, because we can make a big saving on agents' 
commissions, which are now entirely too high I freely admit. 
Please come over to my oflSce and look over my figures. 

Most truly yours, 
Edson S. Lott, 

President. 
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LETTER NO. 6 

Same Subject as No. 4 and to the same Correspondent 

New York, May 23, 1912. 
My dear Mr. Botterill: 

I am very much obliged to you for your most kind letter 
of May 17th. 

I never thought, my dear Mr. Botterill, that your letters 
to me were written for the purpose of criticising or finding 
fault with casualty insurance companies. I have always 
believed that you were simply striving to bring about a better 
feeling all along the line — ^that you had no idea of dis- 
crediting casualty insurance companies, that your sole pur- 
pose was to do them no wrong while doing what you could 
to see that they did not wrong their patrons. 

I quote from your letter of May 17th as follows: 

"Would it not be a direct benefit to the insurance 
companies, that they should in a more lessened 
sense make their rates known to the public, by se- 
lecting a few prominent papers in each state to 
publish their rates in, so that the public might know 
at a glance what they have to pay in order to reap 
the benefits of insurance?" 

Why, my dear Mr. Botterill, every employer in New 
Jersey has only to ask any insurance agent (in his State or 
els€ayherBJJta'b€5;info;med as to what it will cost him to carry 
: "f^bifity tiM 2Q(U9ipei)^adEi'^^ 

•• • The rates are publis&ed oy the Workmen's Compensation 

: Service anitijf^rmation Bureau, 80 Maiden Lane, New York 

.vtt?;#.and sold*to all copi^ without question. I am sending 

yGruV r^t^rbopk'.by'i^alt If you desire additional copies, 

they afe j^uESfttf'-tTO asking. ^ , 
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Do you realize what an expense it would be to publish all 
our New Jersey rates in leading New Jersey publications? 
The cost would be prohibitive. Moreover, who would gain 
thereby? The general public (outside of insurers) are not 
interested, and all insurers have to do to be fully informed is 
to simply ask. Indeed, they do not have to ask, for the very 
good reason that insurance agents are importuning them all 
the time for their insurance and informing them of the cost 
thereof. 

There is absolutely no "secrecy" about our rates. 

It seems to me that you must have been misinformed on 
this particular phase of the situation. Do you think that you 
did have a misconception of how we handle our rates? 

Hastily, but cordially yours, 

Edson S. Lott, 

PresiderU. 
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LETTER NO. 6 

The Reason Why Premiums for Workmen's Compensation 
Insurance are Higher than Employers' Liability Insurance 

To Hon. Francis H. Bohlen, Secretary, Industrial Accident Commis- 
sion of Pennsylvania. 

New York, March 30th, 1912. 
My dear Sir: 

I now address myself to that part of your letter of March 8th 
which reads as follows: 

"I understand that your company does business 
in New Jersey and Wisconsin, in both of which 
states acts removing the common law defenses from 
the employer imless he elects to go under a com- 
pensation scheme are in force. Your experience in 
this field of insurance would be of immense value to 
our Commission. The following points strike me as 
being the most important: First, How do your pre- 
miums for insurance of those who do not accept the 
compensation scheme on the average compare with 
the rates charged for insurance before the act was 
passed? Second, How do your rates for premiums 
charged employers who elect the scheme compare 
with those employers who do not elect it, and with 
the rates charged before the act went into effect? 
Third, How does your insurance in these states of 
employers who have not accepted the act compare 
with the amount of insurance which you have writ- 
ten for employers accepting the scheme? " 

I take the liberty of adding California to the States about 
which you inquire. Because California, New Jersey and 
Wisconsin took away the most important defenses thereto- 
fore accorded employers in defending personal injury suits 
for damages, and because in all States where the question 
of workmen's compensation has been agitated verdicts in 
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personal injury cases run higher than formerly, our rates 
for employers' liability (conmion law) insurance are now very 
much higher in those States than they were when we were 
operating imder the old order of things. 

In Wisconsin and California our present premium rates for 
employers' liability insurance are lower than and in New 
Jersey they are practically the same as our present premium 
rates in those States for workmen's compensation insurance. 
That is, we have practically the same rate for both coverages 
in New Jersey, while in Wisconsin and California we charge 
one rate for workmen's compensation and a lower rate for 
employers' liability. 

Friends of workmen's compensation laws claim that we 
made our present premium rates for employers' liability in- 
surance in California and Wisconsin lower than our present 
premium rates for workmen's compensation insurance in 
those two States, for the purpose of discouraging employers 
from taking advantage of elective workmen's compensation 
laws. That is not our reason. The reasons for charging 
more for workmen's compensation insurance than for em- 
ployers' liability insurance in those two States may be set 
forth as follows: 

In Wisconsin there is no limit to the charges which the 
employer must pay for such medical and surgical treatment, 
medicines, medical and surgical supplies, crutches, and ap- 
paratus, as may be reasonably required at the time of the 
injiuy and thereafter during the disability, for ninety days, 
to cure and relieve injured employees from the effects of 
accidental injury. The scale of compensation calls for the 
payment of 65 %of the earnings, with a weekly minimimi of 
$4.69 and a weekly maximimi of $9.38, and after ninety days 
if the injured employee requires the services of a nurse full 
wages must be paid. If an injured employee is disabled less 
than one week no compensation is called for, if less than four 
weeks three weeks compensation must be paid, if disabled 
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four weeks or more compensation begins with the date of 
injury. In case of death or permanent injury of an employee 
the employer may be liable for $3,000 and certainly not less 
than $1,500, and subject to these limits compensation is pay- 
able for permanent injuries to employees for a period not 
exceeding fifteen years, and if during the fifteen years the in- 
jured employee dies from any cause whatsoever (under 
certain circmnstances) the death compensation becomes pay- 
able. 

The features of the California workmen's compensation 
law are somewhat different, but about equally drastic on the 
whole. 

The Wisconsin and California workmen's compensation 
laws provide a higher scale of compensation than the New 
Jersey workmen's compensation law. 

The above are the reasons, briefly, why workmen's com- 
pensation premium rates in Wisconsin and California are 
higher than in New Jersey, and also the reasons why we 
charge a higher premiimi rate for workmen's compensation 
insurance in Wisconsin and California than we do for em- 
ployers' liability insurance in those States. 

In California and Wisconsin it was expected that the new 
laws would make the cost of employers' liability insurance 
higher than the cost of workmen's compensation insurance, 
and that this would be one of the reasons why employers 
would avail themselves of the compensation feature of the 
law, — all of which is of course most desirable if we are to have 
employers' liability laws and workmen's compensation laws 
in force in the same State at the same time. However, liabil- 
ity imderwriters and actuaries do not agree with the conclu- 
sions reached by the f ramers of the Wisconsin and California 
laws, while recognizing that it is more nearly true as respects 
New Jersey. 

The scale of compensation in the California workmen's 
compensation law is considerably higher than in the New 
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Jersey law and in some cases somewhat higher than m the 
Wisconsin law. 

(It may be mentioned that the pmiitive damages provision 
of the California workmen's compensation and employers' 
liability laws adds somewhat to our insurance rates' for that 
State.) 

In New Jersey, the scale of compensation, under the 
workmen's compensation law, is equitable in amoimt to all 
concerned, the law is more certain and definite, the cost of 
the medical attention feature is limited, the law is adminis- 
tered by the courts instead of by a commission. These are 
some of the considerations which make workmen's compensa- 
tion insurance rates and employers' liability insurance rates 
in New Jersey about equal, and also make the New Jersey 
workmen's compensation insurance rates lower than those 
in California or Wisconsin. 

The rates for employers' liability insurance, prior to the 
enactment of the laws to which you have referred, should 
have been identical in California and New Jersey and con- 
siderably higher in Wisconsin. Tabulated experience gath- 
ered previous to the enactment of the laws referred to shows 
that if the actual claim cost of employers' liability insurance 
in the United States be represented as 1, the cost in New 
Jersey and in California must be represented by 1, while the 
cost in Wisconsin must be represented by 1.33 (and I may 
add in passing that the cost in Pennsylvania is also repre- 
sented by 1). 



With respect to your inquiry as to how the volume of 
employers' liability risks written compares with the volume 
of workmen's compensation risks in the states mentioned, 
it is a fair statement to say that practically no employers' 
liability insurance (without "compensation" features) is 
written in New Jersey and that but little workmen's compen- 
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sation insurance is written in California and Wisconsin, and 
the reasons for this must, in the light of what I have herein 
set forth, be obvious. 

Hastily but cordially yours, 

Edson S. Lott, 

President. 
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LETTER NO. 7 

The Advantages of a Stock Liability Insurance Company over 
a Mutual Liability Insurance Association. Effective Work 
Done by Stock Insurance Companies in Preventing Acci- 
dents 

To the Massachusetts Employees' Insurance Association. 

New York, May 23d, 1912. 
Gentlemen: 

I have read your pamphlet entitled "Compensation In- 
surance for Employers." 

Although the United States Casualty Company will com- 
pete for patronage with The Massachusetts Employees' 
Insurance Association, it is my e£«Tiest desire to be in har- 
mony with and not antagonistic to your association. 

It seems to me that there is ample room in your great in- 
dustrial Commonwealth for your association, for the other 
mutual liability insurance associations doing business there, 
and for the stock liability insurance companies doing busi- 
ness there. 

4e « « « « * * 

It seems to me that it was a just and fair decision of the 
Legislature of Massachusetts to permit employers of your 
State to try out the various systems of insurance now offered 
to Massachusetts employers for caring for their liability 
under your new law, and let the fittest survive. 

You say, on page 19 of your pamphlet: 

^ "... no satisfactory final solution of this vexing 
problem of workmen's compensation can ever be 
worked out on a basis of insurance through liability 
stock companies." 
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hence you ought not to fear the competition of my company, 
for if your statement is foimded on fact we shall be and 
should be driven out of business because we cannot success- 
fully compete with you and other mutual liability insurance 
associations. 

If you and other mutual liability insurance associations 
cannot successfully compete with stock liability insurance 
companies, then you will be and should be driven out of 
business. 

I challenge you to a fair contest. Judging from the record 
of my company and from experience in New Zealand, The 
Netherlands, Italy and Sweden, I am confident that — ^unless 
your Legislature subsidizes you and handicaps me — I can 
beat you in efiiciency. 

All I ask is to be given an opportunity to show what my 
company can do. I believe that my company can and will 
give our patrons better service and greater satisfaction than 
you will accord your patrons; I believe that my company 
can and will give our patrons better service and greater satis- 
faction than can be obtained from any mutual organization. 
We have the men and the equipment to do this. 

So believing, I regret that you have foimd anything to 
criticise in any of the matter circulated in your Common- 
wealth by liability insurance organizations, either stock or 
mutual. And I trust that you now regret that you were 
moved to use such violent language as is found on page 19 
of your pamphlet, to wit: 

"The circular (of liability underwriters) from which 
they are quoted is a tissue of unfounded assump- 
tions, ingenious distortions and malicious misrepre- 
sentations. The document throws a strong light on 
the nature of the methods of competition pursued by 
the liability companies." • 

Of course such languiage does not make for harmony, and 
it may be assumed that harmony will be necessary to a 
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** satisfactory final solution of this vexing problem of work- 
men's compensation." 

While I am strongly in favor of workmen's compensation 
laws as distinguished from employers' liability laws, I know 
that a "satisfactory solution" of the entire question calls for 
patience, tolerance, intelligence and experience — I realize 
that it is a "vexing problem"; and for these reasons I do not 
wonder that there are conflicting views regarding it. More- 
over, whenever a complex and far-reaching law is enacted, 
its different parts 

are always variously construed 

until the courts have passed upon actual cases. 

Equally intelligent lawyers honestly differ. 

And 

judges 

on the same bench 

sometimes 

fail 

to 

agree. 

With all these things in mind, I beg leave to differ with 
you on some of the statements contained in your pamphlet. 
I quote from page 9 of your pamphlet: 

"Now, in England it costs one shilling in expense to 
get one shilling in compensation into the hands of 
the beneficiary. That is, the expense represents 100 
per cent, of the amount paid in benefits." 

In England the ratio of expenses paid (not including c<Hn- 
niissions) to premiiuns of the tariff companies (those using 
the same tariff of premium rates) during the three years 
ending with 1910 is as follows: 

1908, 22.93%; 1909, 22.78%; 1910, 21.36%. 
Average for three years, 22.36%. ^^^"^^ by ^oogie 
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The record of the English non-tarifif companies is as 
follows: 

1908, 24.59%; 1909, 23.09%; 1910, 28.95%. 
Average for three years, 24.77 %. 

I quote from the same page of your pamphlet: 

''The cost of soliciting business alone amounts to 
30 per cent." 

The English record of the cost of soliciting business (com- 
missions to agents) is as follows: 

TARIFF COMPANIES. 

1908, 13.17%; 1909, 13.09%; 1910, 13.39%. 
.Average for three years, 13.21% . 

NON-TARIFF COMPANIES. 

1908, 15.36%; 1909, 14.73%; 1910, 14.98%. 
Average for three years, 15.02%. 
The English record of the loss ratios is as follows: 

TARIFF COMPANIES. 

1908, 61.88%; 1909, 64.77%; 1910, 70.02% 
Average for three years, 65.53%. 

NON-TARIFF COMPANIES. 

1908, 69.66%; 1909, 73.15%; 1910, 90.35%. 
Average for three years, 74.72 % 

So that during the three years ending with 1910 the 
average record of all the English tariff companies shows that 
for each one hundred dollars in premiimis they paid out 
approximately 

6572 dollars for losses, 

2273 dollars for expenses, 

13 75 dollars for commissions; Google 
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making a total of over 101 dollars paid out in losses, expenses 
and commissions for every one hundred dollars received in 
premiums. 

The average record of the English non-tarifif companies 
during the same period shows that for each one hundred 
dollars in premiums they paid out approximately 

74^/4 dollars for losses, 
24^/4 dollars for expenses, 
15 dollars for commissions; 

making a total of over 114 dollars paid out in losses, ex- 
penses and conmiissions for every one himdred dollars in 
premiums.^ 

. Then you are in error, are you not, when you say that in 
England "the expenses represent 100 per cent, of the amount 
paid in benefits"? And are you not very much in error when 
you say that in England "the cost of soliciting business alone 
amounts to 30 per cent."? 

^ The loss ratio of the English companies was higher in the year ending 
December 31, 1911, than it was the previous year as the figures re- 
printed below and prefatory note, from the Journal of Commerce and 
Commercial Bulletin, of November 7, 1912, will demonstrate: 

The following table, prepared by the "Post Magazine" of London, 
^ows the profit results accruing from the employers' liability insurance 
business transacted in Great Britain during 1911, and in the majority 
of cases the figures relate to accoimts covering the twelve months to 31st 
December last. The figures in column 2 represent the net premiums 
brought into account, increased by the imeamed premiums at the end 
of the previous year, and diminished by the corresponding amount at 
the end of the year of account. No regulation has been laid down as to 
the proportion of this unearned premium reserve, which varies with 
different offices. The figures in column 3 represent the scheduled item, 
"Payments imder policies, including medical and legal expenses in 
connection therewith, after deduction of sums reinsured," increased by 
the amount reserved for claims outstanding at the end of the year, and 
diminished by that brought forward from the previous year. Columns 
9 and 10 show the margin of profit or (where a minus sign appears) lo^. 
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And suppose that expenses and commissions do cost the 
English companies about 36 per cent., what is the ratio of 
expenses of mutual insurance associations, like yours, in 
Europe? You don't know. You can't even guess. You may 
know that the expenses of the German associations are from 
13 per cent, to 16 per cent.; but that does not include the 
expenses of the services of management performed by various 
branches of the Government which is charged to the public 
generally. The only way in which you can reduce the Eng- 
lish ratio of expenses is by getting the State to assume part 
of your expenses and to hide it in its general budget, and by 
getting the State to confer upon you a legal monopoly and 
thereby inflict upon the industries in your State all the evils 
and abuses of monopoly. 

(As a matter of mutual interest, I call your attention to 
the fact that the average loss ratio of the English com- 
panies — ^tariff and non-tariff — is steadily climbing higher, 
to wit: 

1908, 63.37% 

1909, 66.86% 

1910, 72.58%.) 

I quote from the same page of your pamphlet: 

"Moreover, aside from the extreme costliness of 
this system of insurance (in England) through the 
liability stock companies; it works unsatisfactorily 
in other respects. It introduces an element of con- 
troversy and antagonism into the relations between 
employer and employed. The companies make a 
practice of 'bluffing' claimants into settlements for 
a liunp sum, thus defeating the object of the act, 
which is to furnish an assured income to an injured 
person for a definite period.'' 

You say that insurance by stock companies introduces an 
element of controversy and antagonism into the relations 
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between employer and employed. There is more controversy 
between employers' mutual associations and injured work- 
men in Germany, than there is between stock companies and 
injured workmen in Great Britain. 

Of course the last part of the quotation is merely an ex- 
pression of an opinion. Inasmuch as no liunp siun settlement 
can be made without the approval of a legally qualified court, 
I think you will find it most difficult to induce many who 
are qualified to form an intelligent opinion to agree with 
you. 

As respects your statement, as applied to this coimtry, I 
know that the practice of the United States Casualty Com- 
pany disproves the entire meaning and intent of your state- 
ment, and I believe that your statement is wholly misleading 
as respects other companies. 

I point out to you that in the report of the Wainwright 
Commission to the New York Legislature, you will find 
figures which show that the United States Casualty Com- 
pany paid, during the three years named therein, some- 
thing to one out of each 3 2-5 employees of its assured 
receiving any sort of an injury, no matter how trivial. 
This was under the old employers' liability (or common) 
law. 

I quote from the same page of your pamphlet: 



"Finally, Uability insurance has. not accomplished 
anything toward the prevention of accidents. The 
liability companies do not attempt to enforce the 
use of safety devices, as they are competing for 
profit and soliciting business, and does not venture 
to arouse resentment among employers by pushing 
the adoption of prevention measm*es." 



That is a cruel statement. Cruel because many of your 
readers will think it is true. ^^^^^^^ ^y Google 



66 WHICH WILL BE BEST FOR THE WORKMAN? 
To Massachusetts Employees' Insurance Association 

I do not believe that there is a liability underwriter in the 
land who does not believe that the 

prevention 
OF 
accidents 
is 
better 
than 
all 
the 
compensation 
FOR 
accidents 
in 
the 
world. 

LIABILITY INSURANCE COMPANIES HAVE 
SAVED HUMAN LIVES— MANY, MANY HUMAN 
LIVES. 

Perhaps my argument will be more effective if I refer to 
that which some of my competitors are doing. 

Is it possible that you know nothing of the inspection de- 
partments for the prevention of accidents maintained by 
stock liability insm*ance companies in general? 

Is it possible that ydu have never read those books pub- 
lished by the Liability Department of the Aetna Life In- 
surance Company, entitled "SAFEGUARDS" (for the pre- 
vention of industrial accidents) and "WOODWORKING 
SAFEGUARDS'' (for the prevention of accidents in lum- 
bering and woodworking industries)? 

(If you have never seen these books, I advise you to ob- 
tain copies of them and place them in the hands of your own 
inspectors. They are profusely and intelligently illustrated, 
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thoroughly practical, and are entitled to the commendation 
of every humanitarian.) 

Is it possible that you have never attended an illustrated 
lecture on "Accident Prevention" by David Van Schaack, 
Esq., Director of the Bureau of Inspection and Accident 
Prevention of the Liability Department of the Aetna Life 
Insurance Company? If you have, how could you write 
that "liability insurance has not accomplished anything 
toward the prevention of accidents"? If you have not, I 
think I am justified in saying that you are writing about a 
subject of which you have not full knowledge. 

Is it possible that you have not read one of those fifty 
thousand books published by The Fidelity & Casualty Com- 
pany of New York, entitled "THE PREVENTION OF IN- 
DUSTRIAL ACCIDENTS "? 

From the statement you make, I fear that you have not 
read that book, so let me tell you what some other people 
think of it. 

Mr. H, B. Smith, Safety Inspector for the Illinois Steel 
Company for a score of years, says of the book that " it will 
do a world of good to humanity.'' 

Mr. C. W. Peck, Superintendent of Welfare Work of the 
International Harvester Company, says of it that " it is by 
far the most practical, complete, and satisfactory book on the 
subject I have found." 

The Northwestern Tile and Clay Products Company as- 
serts that the book is " distinctly Christian." 

Many other large employers (including the Pennsylvania 
Railroad) have warmly endorsed the work; officials of many 
States (including your own) have highly commended it; 
trade papers have written enthusiastically about it, for an 
instance, the Scientific American says it is a " life saver." 

Of course the publishing of these books is only incidental 
to the general work carried on by many stock liability insur- 
ance companies for the prevention of accidentg-^^^^^^^^^oie 
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You say that liability insurance has not accomplished any- 
thing toward the prevention of accidents. 
On the basis of long experience with employers 

I 
say 
that 
UabiUty 
insurance 
has 
accomplished 
much 
toward 
the 
prevention of accidents. 

You say that liability companies do not venture to arouse 
resentment among employers by pushing the adoption of 
preventive measures. 

I 
say 
that 
the 
average 
employer 
does 
not 
have 
to 
be 
PUSHED 
to 
adopt 
preventive 
measures; , 
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he GRASPS them when they are intelligently called to his 
attention. The average employer is a decent chap. You've 
got some of them on your Board of Directors. Perhaps you 
think your directors are better than the average because they 
are bigger than the average, but all of them did not start 
big, and presimiably they were just as good when they were 
smaller. Yet accidents are not prevented as easily as you 
appear to believe. 

Of course I must concede that liability insiu-ance companies 
have not done as much as they should or as much as they will 
toward the prevention of accidents. Only a small percentage 
of the mortals in this world always and forever do as much 
good as they should. However, when you start your inspection 
department it will be necessary for you to go to those very 
liability insurance companies 

for 

ADVICE 

(if you want the best), 

and for 

CO-OPERATION 

(if you are to be in the highest degree successful). 
If you expect to bum up Charles River you will need that 
co-operation. Why discredit a force which can be made 
such a powerful ally? 

However you may designate the work done by liability 
insurance companies toward the prevention of accidents, you 
will find that they are to-day the greatest force, outside of 
employers themselves, in this country for the prevention of 
accidents. State Labor Biu-eaus would be more effective if 
lawmakers were not so CONTEMPTIBLY MEAN in ap- 
propriating money for their needs. And at that many of 
them are doing splendid work, considering their oppor- 
tunities. Why do not your powerful directors lend their 
great influence toward having your State make more efficient 
inspections for the prevention of industrial accidents? 
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By the way, you will find some plants which it will be 
mighty hard for you to improve — some plants whose oflScials 
are as eager to prevent accidents as your inspectors will be. 

At the same time, I fully believe that all this agitation over 
workmen's compensation is of itself going to reduce the num- 
ber of industrial accidents in this country. But it will be a 
very slow process, at best. 

I quote from page 10 of your pamphlet: 

"Again, take the case of Italy. That coimtry has a 
national accident insurance institution, which was 
organized in 1883, and is administered by ten large 
savings banks. lYom the beginning this institution 
has quoted lower rates than the private insurance 
companies. Three reasons are given for its ability 
to reduce the expense of insurance, namely: the 
absence of the profit-making motive, the low cost 
% of administration, and the advantage of a guarantee 
fund and certain privileges offered by the govern- 
ment." 

It is true that the State insurance institution of Italy is 
maintained by Governmental favors (at the cost of the tax- 
payers at large) of the most substantial sort. Private in- 
surance companies operating there are tremendously handi- 
capped. Yet for a great many years they have successfully 
competed with the State insurance institution. Under these 
circumstances this proves superiority either in eflSciency or 
economy on the part of the private companies. 

Even though this were not true, how does your claim that 
in Italy the State institution sells its ins\u*ance for less money 
than private companies charge, establish anything in favor of 
your mutual association against my stock company? 

You cannot oflfer the "advantage of a guarantee fund and 
certain privileges offered by the government," beyond your 
right to assess your own policyholders. The State does not 
guarantee anything for you or your patrons. Your policy- 
holders do all the guaranteeing for you, and some of them 
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MAY 

find 

that 
it 

is 

A VERY COSTLY 
guarantee. 

Isn't the only financial strength behind your association 
the fact that financially good subscribers may be called upon 
to pay the losses of the financially bad subscribers, and 

isn't this 

a weakness 

instead of 

a strength 

of your 

entire scheme? 

Beyond all this, if the national accident institution of Italy 
has been doing business for thirty years, and '^from the be- 
g;iiming has quoted lower rates than the private insurance 
companies," it must be that the private companies give their 
patrons better 

SERVICE, 
else the latter would long ago have been driven out of Italy. 

I quote from page 11 of your pamphlet: 

"Even more instructive is the experience of Sweden. 
The system of accident insurance in that country is 
volimtary, with choice between the private com- 
panies and a State insurance institution established 
in 1902. When the department was organized it 
was placed in charge of a man who resigned the 
management of the largest Swedish employers' 
liability company to assume the position. The pri- 
vate companies have not been able to meet the com- 
I)etition of the State insurance institution. It is 
predicted that they will eventually be driven out of 
the field altogether. Their eliminatjp,|ifi^jj5](t>cy^ 
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been effected completely, chiefly for two reasons; 
first, because some important employers are large 
stockholders in the liability companies, and conse- 
quently are reluctant to withdraw their patronage; 
second, because some of the rriutual companies 
have managed to stay in the field, by reason of their 
inadequate reserves, — ^a practice which must ulti- 
mately result in an advance of their premiums, 
which will wipe them out of existence." 

You are not managing a State company. You are running 
a mutual association. The State does not guarantee your 
policies. 

You say that in Sweden the State is driving out both stock 
companies and mutual associations, but you do not say which 
is going first. Your reference to Sweden shows, if you are 
correctly informed, that while the mutual associations must 
ultimately advance their premiums, " which will wipe them 
out of existence," the stock companies are still doing business 
in that country ''because some important employers are 
large stockholders in the liability companies, and conse- 
quently are reluctant to withdraw their patronage; " and that 
the 
success 
of 
the 
State 
company 
is 
due 
to 
the 
fact 
that 
it 
is 
managed 
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BY A STOCK LIABILITY INSURANCE COMPANY 
MAN, and presumably the best one in Sweden. 

Can you offer your patrons any such inducement? And 
can you induce your Legislature to pay all your adminis- 
trative expenses out of the State's general taxing fund, as 
Sweden does with her State insurance institution? 

Anyway, how does all this (if true) prove that mutual 
liability insurance is better than stock liability insurance? 

I submit that you are hard put for reasons against stock in- 
surance when you say that in Sweden the stockholders keep 
it going by patronizing themselves at a loss to themselves. 

It seems worthy of note that your pamphlet says not a 
word about Belgimn, where workmen's compensation insur- 
ance has been competitively conducted by State-organized 
mutual associations and by private insurance companies for 
a nimiber of years. 

I quote from an editorial in The Market World and 
Chronicle of April 13th of this year as follows: 

"... There has just come into our hands an 
elaborate report on * State Activities and Insur- 
ance,' made by M. Leon Lancker to the Second 
International Congress of the Representatives, 
Agents and Brokers of Insurance on Land, held in 
June, 1911. Much of this report is devoted to the 
condition of workingmen's insurance in Belgium; 
and the interesting thing about it is that it shows 
that all the advantages conferred upon the mutual 
insurance establishments by the Belgian State can- 
not prevent the private companies from getting a 
larger and larger share of the business . . . says 
the report, 'we cannot refrain from calling attention 
to the fact, confirmed by the results of the year 
1909, as found in oflScial sources (those of 1910 not 
having yet been published), that the insured, for 
their contracts imder the law, have shown their 
incontestable preference for the fixed premium com- 
panies. Out of a total of premiums collected of 
twenty-seven million francs in round figures, these 
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companies have realized about two million francs 
more than their share, taking into consideration all 
questions of proportion.' It may be added here that 
the statistics for 1910, now available, show that dur- 
ing that year the private companies in Belgium did 
even better relatively than in 1909. Out of a total 
of somewhat over twenty-six million francs in 
premiums received by themselves and the mutual 
fimds together, the private companies took in about 
fifteen and one-half millions, against less than 
eleven millions for the mutual funds." 

And why is your pamphlet silent concerning law-ridden 
New Zealand, where private liability insurance companies 
get eighty-five per cent, of the business in competition with 
the Government? 

I quote from page 12 of your pamphlet: 

"The regular commission to agents on liability in- 
surance is 25 per cent. In view of this fact, an emi- 
nent insurance expert, who has been called into con- 
sultation by the board of directors of the association, 
declares that the association could certainly deduct 
25 per cent, of any rate charged by a private com- 
pany, and feel perfectly secure that the rate would 
be adequate to cover the cost of insm-ance." 

Then why has no plan of mutual or State insurance in 
Europe been able to do so without loss? 

I do not know who your eminent insurance expert is. You 
have assured me that it is not your Consulting Actuary, 
Mr. S. H. Wolfe. From my knowledge of Mr. Wolfe, I am 
confident that he does not hold the views advanced by your 
eminent insurance expert, for Mr. Wolfe really is an expert 
in his line. 

I am sorry to differ with any eminent insurance expert, but 
in this instance I am forced to, for the following reasons: 
First Your eminent insurance expert assumes that "any 
rate charged by a private company'' woijlj^l^^^ySij^Mit tg 
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allow a commission of 25 per cent, and save the company 
from loss. This is not the case. The rates now charged by 
private companies are not sufficient for that purpose. Many 
rates are made on a 15 %, 123^%, 10%, 73^% or 5 % com- 
mission basis, and then result in loss to the companies. 
Second. Nearly all those agents who receive a commission 
of 25 per cent, pay out of that commission all the expenses 
of issuing policies, collecting premiirais, carrying on all nego- 
tiations with the assured, and of the entire office work (other 
than that in connection with the payment of losses) in their 
localities. Third. The only saving a mutual association can 
make over a stock company is the one of conmiissions, and 
inasmuch as no stock company will pay a commission of 25 
per cent, on compensation insurance, it is a debatable ques- 
tion whether it will not cost a mutual association as much 
to negotiate the details of such insurance through salaried 
men as it will stock companies through agents working on 
conunission. Salaried men get paid all the time, the commis- 
sion men get paid only when they work effectively. 

In any event, it will take you many years to reach the 
degree of efficiency the United States Casualty Company has 
attained in the matter of 

SERVICE 
TO OUR 

ASSURED. 

I quote from page 13 of your pamphlet: 

"No system of insurance through private liability 
companies can ever work satisfc^torily. So long as 
private companies — operating for a profit and in- 
terested to charge employers as high rates as pos- 
sible, and to pay employees as little as possible in 
the way of compensation — ^intervene between the 
two parties concerned in this insurance proposition, 
there will be constant friction and complaint, contro- 
versy and litigation. The plan of mutual insurance 
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offered by the new association is the only one that 
meets adequately the demands of the situation in 
this respect." 

How does it meet them? There is as much friction in mu- 
tual insurance as in any other kind of insurance. Why not? 

You certainly are making a very large claim for your in- 
stitution. Your particular plan has never been tried. The 
gentlemen who will be responsible for its management have 
never been tried in a similar capacity. According to your 
own wprds, it is a "vexing problem" you must work out. 
Your honorable directors will never pay the price it would 
require to obtain the services of a competent manager. The 
German system — ^which you appear to claim you are in a 
degree trying to follow, but of which your plan lacks the vital 
principles and methods to which its popularity is due — has 
been most severely criticised. 

I 

think 

I 

am 

within 

my 

rights 

when 

I 

retort 

that 

you 

have 

no 

RECORD 

behind 

your 

claim. 
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Moreover, I submit that the private insurance compan; 
WHICH CANNOT LIVE UNLESS IT GIVES SATISFAC 
TION TO ITS PATRONS, 

and 
has 
no 

other 

support, 
is 

more 
likely 
to 
give 
that 

satisfaction 

than is any mutual association, if conducted by those witl 
out liability insurance experience. 

If you give greater satisfaction than we give, you will I 
entitled to the business and you will get it. 

If we give the greater satisfaction, we shall get our shai 
of the business, and you ought to be glad to have us get i 
for you claim that your business '4s not conducted f( 
profit," you only want to see the best plan win. If we soh 
the problem better than you can, you will be glad to say S( 
will you not? What you are after is to find out the bett< 
way to handle this '^ vexing problem," isn't it? We have ha 
a lot of experience. You have had none. Do not our en 
dentials at the very least equal your own? 

I do not think that, for a long time to come, we shall ha^ 
as much ''friction and complaint, controversy and litigation 
as you will have, for the reason that we are better equippe 
to avoid these foolish things. You appear to be most belli| 
erent, a characteristic which leads directly to "friction an 
complaint, controversy and litigation." 
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I quote from page 14 of your pamphlet: 

"The English compensation act has not decreased 
litigation, it has increased it. It has not, so far as 
can be ascertained, tended to decrease the number 
of accidents; except in rare cases the employer pay- 
ing a flat rate for his insurance gives no more atten- 
tion than formerly to safety devices; the companies 
being as they are in a somewhat violent competition 
for patronage, dare not — ^and they do not — enforce 
safeguarding methods and devices." 

May I call your attention to the articles in the February, 
March and April numbers of "Harvard Law Review," by 
Francis H. Bohlen, imder the title of "A Problem in the 
Drafting of Workmen's Compensation Acts — Personal Injury 
Arising Out of and In the Course of Employment"? 

I think that, after reading Mr. Bohlen's articles, you will 
agree that such litigation as there is in England (under the 
Workmen's Compensation Act) is not at all due to the fact 
that in that country employers insure their liability in private 
insurance companies. 

Hon. P. Tecumseh Sherman, former Commissioner of 
Labor of the State of New York, says: 

"The assertion that the English compensation 
law has increased litigation is founded upon a con- 
fusion of ideas. Because the compensation acts of 
1897 and 1906 in the aggregate have increased 
nearly tenfold the number of cases in which some- 
thing is recoverable for work accidents they have 
naturally increased the niunber of cases which ap- 
pear on the court dockets for trifling motions, etc., 
and each act gave rise to a niunber of cases involving 
questions of construction, which for a short time 
increased litigation. But in fact, the ratio of litiga- 
tion has much decreased and the volume and delays 
of litigation have both enormously decreased. Com- 
prehensive figures are not available; but the figures 
for one insurance company for the year 1908 (cited 
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by Mr. Packer in Appendix to Report of Congres- 
sional Employers' Liability Commission, p. 103) 
show that out of 10,343 accidents there were only 65 
claims (0.6 %) for 'damages' under the retained law 
of negligence, and only 123 arbitrations before a 
judge (1.2 ^) under the compensation act. And the 
expert testmiony of Messrs. Gill and Clynes, Labor- 
ite members of the British Parliament, before the 
New York Employers' Liability Commission (Min- 
utes of Evidence, 1910, pp. 77, 81, 82, 86, 90) was to 
the effect that litigation has very much decreased — 
that adjustments are generally automatic. In 
Germany the question is more complex. There is 
much complaint of litigation. . . ." 

As respects your bold assertion that in England "except 
in rare cases the employer paying a flat rate for his insurance 
gives no more attention than formerly to safety devices; the 
companies being as they are in a somewhat violent competi- 
tion for patronage, dare not — and they do not — enforce 
safeguarding methods and devices," permit me to again 
quote Mr. Sherman (who, by the way, is a recognized au- 
thority, as you doubtless know), as follows: 

"Great Britain and its Colonies depend for ac- 
cident prevention upon the employers' direct liabil- 
ity for compensation in conjunction with state 
regulations and factory inspection. 

"The conclusions of the British Departmental 
Committee on Accidents, upon the effect of this 
system in accident reduction, are summarized in the 
Annual Report of the Chief Inspector of Factories 
for 1910, p. VII (Parliamentary Papers for 1911, 
Cd. 5963), as follows: 'They find that while the 
accident risk probably remained almost constant in 
the decade 1897-1907, any increase due to extended 
use of machinery and greater pressure being coun- 
teracted by improved inspection and by the greater 
care resulting from the Workmen's Cx)mpensation 
Act, it has decreased since 1907, owing to the causes 
named above and to the experience of employers in 
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the efficient guarding of machinery. They regard 
the increase of reported accidents up to 1907 as due 
almost entirely to improvement in reporting which, 
since that date has been less marked, so that the 
effect of lessened risk has shown itself in the sta- 
tistics.''' 

I quote from page 10 of your pamphlet: 

"As a result of the German system there has 
taken place a decrease of fatal, serious and fairly 
serious accidents, although minor and compara- 
tively unimportant accidents, at least from the 
physical point of view, have increased. It appears 
that the rate of accidents of all kinds per 1,000 full- 
time workmen in 1909 was 8.79, and m 1910, 8.19." 

You have made considerable use of that highly instructive 
book "Accident Prevention and Relief" by Messrs. Schwedt- 
man and Emery, published by the National Association of 
Manufacturers,. although you do not say so. 

I beg leave to quote from the same work, as follows: 

"The death rate, due to work accidents, has in- 
creased in Germany . . . the number of light 
accidents is increasing rapidly. A study . . . 
shows that 21.5 per cent, of all accidents are of a 
duration of more than 13 weeks, while 78.5 per 
cent, are of a duration of less than 13 weeks." 

Messrs. Schwedtman and Emery's figures are brought 
down to the end of 1908. Your figures are brought down to 
the end of 1910. 

I applaud with you the efforts of the Germans toward the 
reduction of industrial accidents. I hope that our own people 
will follow their lead. However, I call your attention to the 
fact that it has taken the thoroughgoing Germans many 
long years to turn the tide. The "German system," to 
which you refer, was installed in 1885. During the year 
1886, there were reported 100,159 industrial a^(^i^e^in^he 
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German Empire, and 10,540 were compensated. During 
1908 there were 662,321 accidents reported, and 142,965 
were compensated. 

I call your attention to the increase in the ratio of the 
workmen receiving compensation to the total number in- 
jured. In 1886 one injured workman in ten received com- 
I>ensation. In 1908 one injured workman in five received 
compensation. 

You give figures to show that during the year 1910 the 
ratio of accidents of all kinds per 1,000 full-time workmen 
decreased somewhat in Germany, and you assert that " the 
English compensation act has not, so far as can be ascertained, 
tended to decrease the number of accidents; " that the English 
employer ''gives no more attention than formerly to safety 
devices; " but you offer no testimony in support of this 
assertion; whereas I submit high-class testimony which re- 
futes your assertion. 

I quote from page 7 of yoiu* pamphlet: 

"It is held by others that the cost of the compen- 
sation system will probably be less than the present 
liability insiu-ance, since the great majority of ac- 
cidents entail an incapacity of less than two weeks' 
dm*ation, and consequently would not call for com- 
pensation imder the new plan." 

Permit me to again quote from "Accident Prevention and 
Relief': 

"In point of cost statistics show that approxi- 
mately 75 per cent, of the total funds expended for 
accident compensation and prevention must be 
charged to the 21.5 per cent, of the accidents lasting 
more than 13 weeks, while only about 25 per cent, of 
the expenditiu-es can be charged against the 78.5 per 
cent, of accidents lasting less than 13 weeks. This 
shows the importance of preventing serious acci- 
dents. Nevertheless the rapid growth in the num- 
ber of light accidents and the serious part which 
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simulation and imagination play in this growth, have 
resulted in the concentrated effort of German ex- 
perts to reduce the number of such accidents. 

"It is pointed out that the careful attention 
which is now given to slight injuries enlarges the 
workers' ideas of their importance. This, and the 
fact that he knows pensioners among his acquaint- 
ances who receive, regularly, payments for past 
injury, act as powerful mental suggestion and 
promote simulation as well as imaginary ailments." 

And how about that part of your new law which reads: 

"During the first two weeks after the injury, the 
association shall furnish reasonable medical and 
hospital service, and medicines when they are 
needed '7 

The Wisconsin compensation law has been in effect since 
September 1, 1911. Former Insurance Commissioner Fricke, 
of Wisconsin, organized the Wisconsin Mutual Employers' 
Liability Insurance Association, for the purpose of insuring 
Wisconsin employers under the Wisconsin law. The asso- 
ciation has been doing business since the very day the law 
went into effect. It is doing quite a large business. Up to 
date it has paid out more for medical attention than for dis- 
memberment and disability. Dr. Fricke writes me that, in 
his judgment, the medical feature of the law will always 
cost employers more than the dismemberment and disability- 
features. In France, where the workmen's compensation 
law covers medical attention, the law is known as the ''Doc- 
tors' Graft Law." 

Moreover, if your new law does not put more money into 
the pockets of the laboring men of your State than the old 
laws did, will not your new law be denounced as a fraud? 

I quote from page 19 of your pamphlet: 

"Incidentally, it (The Massachusetts Employees' 
Insurance Association) will force the liability insur- 
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ance companies to offer insurance under the act at 
lower rates than they would otherwise have given." 

If that statement is true, then (incidentally) the liability 
insurance companies will force The Massachusetts Em- 
ployees' Insurance Association to so conduct its business (if 
it can) that employers will prefer to insure in it rather than 
in a liability insurance company. If the competition of your 
association forces down our rates, our competition will force 
lip your service. Therefore employers will gain by having 
both of us in the field. 

I quote from page 17 of your pamphlet: 

''It is not true that the employer will have to 
carry liability insurance in a stock company if he 
elects to become a' subscriber of the association, for 
the policy issued to him will cover his liability on 
those employees who do not choose to come within 
the act, as well as the compensation for those who 
do." 

I am not a law judge, I am not a lawyer, but as I read 
your law this is not absolutely so under all circumstances; for 
your subscriber will not be protected against the excess lia- 
bility imposed upon an employer who personally or through 
a superintendent is guilty of ''serious and wilful misconduct." 



Of com«e you and I are in accord concerning the humani- 
tarian aspect of workmen's compensation laws as distin- 
guished from employers' liability laws, and I submit that we 
ought not to be out of accord in trying to find a "satisfactory 
final solution of this vexing problem of workmen's compen- 
sation." 

When your friends were trying to induce your Legislature 
to drive us out of Massachusetts we sent a circular to our 
Massachusetts policyholders from which I quote the fol- 
iowmg. ^^^ ^^ by v^oogit: 
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" No matter what you think of it, the Workmen's Com- 
pensation Law has come to stay, and you should TRY 
IT OUT. . . . The pig-in-the-poke way is to GET IN 
The Massachusetts Employees' Insurance Association 
without any means of knowing how you are to GET 
OUT — ^without knowing how much it will COST to get 
out The saf e-and-sane way is to insure in some lia- 
bility insurance company authorized by the Insurance 
Department of Massachusetts to carry your risk, and 
to pay a FIXED and CERTAIN PREMIUM there- 
for." 

In that circular we also said: 

" We have no quarrel with the legislators who enacted 
the new law; indeed, we are in favor (from every point 
of view) of workmen's compensation laws as distin- 
guished from employers' liability laws. We have no 
quarrel with The Massachusetts Employees' Insurance 
Association. We have no quarrel with any employer 
who insures with that Association instead of with our 
Company. But we do not want our Company legislated 
out of business. Would you? We want to remain in 
the field as a competitor of all comers, and stand or fall 
according to our merits. We think that it is unfair for 
the friends of The Massachusetts Employees' Insur- 
ance Association to ask that their Associatton shaU be 
protected from competition." 

In your pamphlet you quote (and endorse) George W. 
Anderson, Esq., as saying: 

"The insurance adjuster is the correlative of the 
ambulance chaser; both are, viewed in proper per- 
spective, parasites — creatures of strife and in- 
humanity; both should be eliminated before indus- 
trial accidents can be humanely and economically 
dealt with." 



Even admitting that the adjusters employed by my com- 



pany are "creatures of strife and inhumanit 
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characterization of them causes me to have a feeling of ex- 
trenae disgust for Mr. Anderson), have not your lawmakers, 
by enacting your Workmen's Compensation Law, removed 
the opportunity for their continuing the practice with which 
they are charged by Mr. Anderson? And will not your 
association call for adjusters just the same as my com- 
pany? 

The old L — ^A — ^W — S caused the " strife and inhumanity." 
And that is why, I submit, you have enacted the N — ^E — W 
L — ^A — ^W. However just the old laws were in theory, 

they 

certainly 
worked 
out 

inhumanly 

IN PRACTICE. 

But why charge liability insurance companies with the in- 
humanities of the old laws? They did not make the old laws. 
They are in favor of workmen's compensation laws. 

In yom* pamphlet you also quote (and endorse) a gentle- 
man whom you call "one of the foremost insurance experts 
in this coimtry," as follows: 

"Every manufacturer or employer of labor who 
refrains from doing so helps to perpetuate a system 
of so-called insurance which has been justly con- 
demned by the employers' liability and workmen's 
compensation legislation in the several states, and 
which has never yet shown its inherent capacity of 
successful adaptation to changed conditions of pub- 
lic policy." 

If the words quoted mean that the writer thinks liability 
insurance companies should have adapted their settlements 
to conform "to changed conditions of public* policy, 'i)git: 
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wiU 
you 
please 
point 
out 
how 
they 
could 
have 
done 
this 
BEFORE 
THE 
LAWS 
WERE 
CHANGED 
to conform "to changed conditions of public policy"? 

Liability insurance companies agreed to indemnify their 
policyholders against claims for "damages" imposed by law 
and arising from accidental bodily injuries to their em- 
ployees. 

For years all liability insurance companies have offered 
for sale policies which provided for the payment of employee's 
wages while they were laid up from accidents, 

IRRESPECTIVE 

OF THE QUESTION 

OF LEGAL LIABILITY, 

but only a very few employers bought such insurance, for the 
reason that it cost much more than legal liability insurance, 
and for the reason that by purchasing such insurance they 
could not escape their legal liability. 

Who was at fault? 

If Mr. Anderson and the gentleman whom you designate 
as "one of the foremost insurance expei[^iiPbyiyf)^aTOtry/' 
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will be fair and acknowledge that the fault is in the law as it 
was, and in those employers who would not take the chance 
of being mulcted in heavy "damages" even though they 
himianely provided for "compensation" for their employees, 
I shall gladly agree with them. 

The only escape 

for the employer, 

for the employee, and 

for the insiwance company 
was the enactment of workmen's compensation laws. 

Now that you have such a law, why abuse the insurance 
companies for the workings of the old law? 

Now that you have not succeeded in seciu'ing the entire 
field of compensation insurance to yourself, why not be willing 
to live in peace and harmony with us? We have the same 
legal standing in your good State as your good self. 

Pennit me to again refer to that part of your pamphlet 
which reads: 

"The English compensation act . . . has not so far 
as can be ascertained, tended to decrease the niun- 
ber of accidents. ... As a result of the German 
system there has taken place a decrease of fatal, 
serious and fairly serious accidents, although minor 
and comparatively unimportant accidents, at least 
from the physical point of view, have increased. It 
appears that the rate of accidents of all kinds per 
1,000 full-time workmen in 1909 was 8.79, and in 
1910, 8.19. . . . This showing is altogether favor- 
able to the plan of mutual insurance as offered by 
The Employees' Insiwance Association in this 
State." 

I again call your attention, for whatever you may believe 
it to be worth, to "Accident Prevention and Relief," and 
quote therefrom as follows: 

"Lengthy discussions with German authorities and 
a thorough study of the work just published by the 
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Society of Prevention Engineers, which we have be- 
fore mentioned, bring out these additional thoughts 
on the subject: 

'* 1. Without strenuous prevention efforts industrial 
accidents grow at a tremendous rate. It is not fair 
to stop at coimting the actual decrease, we must also 
coimt the probable large increase which would have 
taken place without prevention efforts. 
*'2. More and more slight accidents are reported 
each year. Every effort of the government and of 
employers' associations is directed toward prompt 
reporting of all accidents. There are penalties pro- 
vided for violation of this rule and it is, therefore, not 
surprising that workers report slight injuries now 
which years ago were left entirely unnoticed. In 
view of this, the increase in niunber of reported 
accidents does not necessarily mean an increase in 
actual accidents. 

*'3. German industries have developed wonderfully, 
and the necessity of employing constantly increas- 
ing numbers of 'green hands' on machines in order 
to keep * supply ' up to ' demand ' has made necessary 
the recruiting of workers from among foreigners, 
who do not speak the language of the coimtry, can- 
not understand orders or read prevention rules. 
"All of which points to this conclusion. Accident 
prevention is not only possible, it is absolutely 
necessary, but it is a slow process. Whosoever ap- 
proaches it with the belief that the problem can be 
solved in the United States in a few years, or with- 
out a systematic, intelligent, national movement 
which must have the co-operation of all interested 
forces and especially the full backing of progressive 
legislators and employers, is over-confident to say 
the least. 

"Among the thousands of safety appliances which 
we have examined in the safety museums and in the 
factories of the Continent many are very simple; 
others are very complicated. Some are very prac- 
tical; others are not at all adaptable to our industries 
or our way of doing things. It would require a large 
volume to give even a superficial impression on tWs 
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subject, and after explaining every safety device or 
prevention appliance which we have seen or heard of 
in our investigation, we would probably be told by 
some experts that there is little that is new among 
them. Most of those appliances are known some- 
where in the United States. Many of these devices 
have been illustrated in the literature of American 
insurance companies. One of our best prevention 
experts tells us that during a recent investigation 
tour in one of the European countries he was shown 
'the best and latest' safety device for punch presses, 
which he immediately recognized as a patented in- 
vention of his own, which has had a limited use in 
the United States for many years." 

I have underscored some words that you may not overlook 
them. 

Hugh Hastings, writing in The North American Review 
for this very month of May, says: 

"More has been written of the German method 
than that of any other country, and it is the general 
impression of employers of labor and of thorough 
students of this subject that the German method 
has proved an unqualified success and would work 
equally well if transplanted to our shores. But a 
literal analysis of that law and exhaustive study of 
the statistics prepared by the Government by no 
means justify the contention of its success in or 
adaptability for this country. . . . No less an au- 
thority than Privy-Councilor Ferdinand Friedens- 
binrg, late president of the senate of the German 
Imperial Insurance Office that enforces the law, de- 
clares the system is a 'costly, inefficient and de- 
moralizing failure.' ... A system of insurance 
regulated not only by the Government, but by the 
trades themselves, that has proved a hot-bed of 
corruption, malingering, and fraud requirmg a 
tremendous and expensive organization to handle, 
involving an increase in rates in some instances of 
five hundred per cent, in twenty years, would not, , 
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from the standpoint of an American manufacturer, 
be considered a success or meet the endorsement of 
either workmen or employers. Therefore the Ger- 
man system should be dismissed without further 
consideration. 

"It is also claimed by several writers that the 
German compensation system has brought with it 
peace and contentment in industrial conditions as 
against unrest in England, but as there were in 
1907, 2,266 strikes in Germany affecting 13,092 
establishments and 445,165 employees, as against 
601 strikes and 100,728 strikers and locked-out em- 
ployees in England for the same year, this claim 
cannot be allowed." (The author of the article 
states that he obtained his figures from the Depart- 
ment of Commerce and Labor.) 

May I also call your attention to the following quotations 
from a speech made by Mr. H. E. Wills, Joint L^islative 
Representative of the Railway Brotherhoods at the work- 
ingmen's compensation session of the annual meeting of the 
National Civic Federation, at Washington, March 6, 1912, 
as follows: 

'* There is no lack of general information as to the 
operation of the English and the German law, so far 
as the government and the employer were concerned, 
but we had some doubt as to how the laws in those 
countries were looked upon by the beneficiaries. On 
due consideration it was decided by the chief execu- 
tives of the four organizations of railroad employees % 
in train service that in order to secure, as nearly as 
possible, up-to-date, first-hand information from 
the beneficiaries, I should visit these countries, and 
as far as possible secure the desired information. I 
spent some time in England, and during that time I 
met, largely through the courtesy of railway em- 
ployes' organizations, a great many who were then 
actual recipients of benefits or had been beneficiaries 
under the English law. I also visited Germany, but 
soon became satisfied that we could not, at least for 
the present, adopt here anything like their law.'' 
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The black letters are mine. 

Mr. Wills represented, by authority, the Brotherhood of 
Railroad Trainmen, the Order of Railway Conductors, the 
Brotherhood of Locomotive Firemen and Enginemen, and 
the Brotherhood of Locomotive Engineers. 

I again refer to "Accident Prevention and Relief and 
quote therefrom as follows: 

"The great internal harmony which Prince Bis- 
marck considered of prime importance seems not to 
have been realized, as is evident from many of the 
letters of German manufacturers contained in the 
Appendix. Dr. Spiecker, a leader among German 
industrialists, president of the Siemens & Halske 
Co., and chairman of the League of German Em- 
ployers' Associations, said, during a recent speech: 

" 'It is, imfortunately, true that the first object of 
social insm*ance, which was to bring lasting internal 
peace to our citizens, has so far not been realized. 
Nevertheless, it appears lately that at least a small 
ray of light has penetrated the darkness, and that 
there is little realization among workers of the bene- 
fits derived from our social insurance. On the other 
hand, economically and industrially, social insur- 
ance seems to have benefited Germany.' 

"In a recent publication Prof. Dr. Hartman, the 
best-known technical expert on accident prevention 
in Germany and one of the highest government 
ofiGicials, says: 

"'Various arguments have been made for the ex- 
hibition of the German national insurance system 
at various foreign expositions. It was said that 
calling attention to the great social monument which 
Germany has built up in this direction must surely 
increase the respect of the world. On the other 
hand, it was argued that since German employers 
are placed under heavy bm-dens because of their 
large share of workers' insurance premiums, it would 
be well to have other countries know and imitate 
Grermany's system. Foreign countries having i?gie 
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carry the same burden would make the question of 
international trade easier for Germany.' 

"There is an additional reason for the compara- 
tively low cost of the German system. Much of the 
expense of the Government Insurance Department 
is paid out of general government funds. 

"Another phase of the contributory principle as 
practiced in Germany needs exposition here. Con- 
tributions or taxation means representation. Ger- 
man workers paying 17 per cent, of the accident 
compensation fund in return have representation 
(by election) in the arbitration courts, the appeal 
courts and the commissions which draft accident 
prevention regulations. Workers have no voice m 
the administration or management of the compen- 
sation funds. Socialistic labor leaders have been 
contesting for such representation for the political 
and other influence it gives them over the working 
class. Rather than give this representation German 
employers would pay the whole premium. 

"Sickness insinrance, of which the workers pay 
two-thirds and the employers one-third, is almost 
entirely in the hands of Socialistic labor leaders. 
This control is so obnoxious to the government and 
to the majority of the employers that a larger con- 
tribution (50 per cent instead of 33 per cent) and a 
proportionately larger percentage of representation 
is planned for the employers now. 

"Compensation insurance will have a hard period 
before it can come down to equitable standard 
rates. Competition is going to play havoc with 
insurance rates, just as it has in England, and un- 
scrupulous promoters are going to take advantage of 
the fact that a final accounting in accident insurance 
cannot be brought about in less than fifty years. 
That is such a long time that the promoters can 
make money and get out, leaving the insured em- 
ployers and workers to hold the bag. The strictest 
kind of insurance laws and the closest kind of scru- 
tiny on the part of employers will only lessen, it will 
not eliminate this danger. 

"The establishment of mutuai^fi^^^Q^^B^e has 
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stimulated the fire insurance business, and the es- 
tablishment of mutual compensation insurance will 
stimulate compensation insurance business in a 
similar way. As long as the end is assured the em- 
ployer should be given all possible freedom in select- 
ing his insurance. The success of a system and the 
interest of all concerned, demand that every method 
which can be provided for compensation shall def- 
initely assure the compensation to the injured 
worker when it becomes due. 

"The philosophy and the economic and legal basis 
upon which Germany's system is built, as well as its 
advantages and disadvantages, can best be judged 
from a statement which we have secured from G. 
Neisser, LL.D., Imperial Counsellor, and one of Ger- 
many's foremost legal authorities on this subject. 
A translation of his statement is as follows: 

" ' It must be acknowledged that some of the small 
employers are groaning under the insurance bur- 
dens. . . .'" 

Dr. Neisser's statement is a long one, and full of praise for 
the German system, but I give only the above, and the 
following: 

"Every civilized nation must, of course, adapt its 
accident insurance system to its own economic and 
social conditions and to the characteristics of its 
people. . . ." 

In this connection, permit me to call your attention to the 
fact that politics plays no part in the German system, and 
that it will play an important part in State insurance (which 
you endorse) in this country. 

In conclusion, I desire to say that it would be useless for 
me to conduct a public argument with you as to your main 
proposition that you alone have a right to exist. I have, 
however, the responsibility of a well-established liability 
insurance company upon me, and I conceive it to be my duty 
to my company to protect its business in Massachusetts in 
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every honorable way. The Legislature of Massachusetts 
has in its discretion determined that my company and other 
similar companies are to haviB an opportimity to do their 
part towards making the new doctrine of workmen's com- 
pensation a success in that State. Your association and my 
company are representatives of a different conception of the 
most advantageous method of carrying out the new doctrine. 
In the long run, as between you and ourselves, the decision 
of the community will rest infallibly upon the results which 
we show. I think it will prove to be very largely a question 
of MANAGEMENT. 

This is no reason, however, why there should be any mis- 
statements of facts upon either side. And your pamphlet 
seems to me to abound in misstatements of facts. I believe 
it to be my duty, as president of the United States Casualty 
Company, to call public attention to these, as their general 
acceptance without contradiction would obviously be det- 
rimental to a fair trial of what private liability insurance 
can do. 

In calling attention to your misstatements I have tried to 
be dispassionate and I trust I have not been obnoxious to 
the honorable gentlemen who constitute your Board of 
Directors. 

I am sure that every broad-minded stock liability insur- 
ance company official in the land joins me in wishing your 
association success, for its failure would bring into disrepute 
the entire business in which we are engaged. 

Most truly yours, 

Edson S. Lott, 

PredderU, 

P. S. — ^Even from Germany, where the doctrine of the 
superiority of State organized insurance is supposed by many 
to have triiunphed completely, there comes a word of warn- 
ing from a most distinguished source d^l^^fs^J^t^eing too ab- 
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solute in making such claims. Professor Alfred Manes, of 
Berlin, who is undoubtedly the most eminent authority in 
Germany to-day upon the entire subject of social insurance 
in all its forms, including workmen's compensation, sickness 
insurance, invalidity insurance, etc., and who has for years 
had a most influential part in the formulation of the German 
legislation governing social insurance, has very recently de- 
livered an address on "The Boundaries Between Private and 
Social Insurance" (published in the May, 1912, issue of the 
Zeitschrift fOr die gesamte Versicherungs-Wissenschaft, of 
which Professor Manes is editor). Though naturally a firm 
believer in the Bismarckian theory of State-controlled social 
insurance. Professor Manes in the course of his address makes 
the following significant statements: 

"Numerous establishments in other countries and 
some also in Germany prove to us that privately 
organized undertakings are not only thinkable as 
carriers of social insurance, but are also actually in 
existence as such. Apart from other reasons, the 
dividing line between the employment of private 
undertakings for the purposes of social insurance 
and the employment of organizations of a public 
character to that end will depend upon the level of 
expense. The opinion is nowadays commonly 
heard expressed that private insurance invariably 
conducts its business more expensively than social 
insurance. This, however, is true only in a very 
relative way; for just as there are individual private 
insurance enterprises whose administration costs are 
far higher than those of many publicly organized 
institutions, so also it is possible to adduce statistical 
material to demonstrate the opposite condition of 
things. It is almost without exception forgotten 
(and even von Ziviedineek-Sudenhorst falls into 
this error in his remarkable 'Sozial politik') to take 
into account the high concealed administration costs 
of social insurance. Those only are looked upon as 
the administration costs of social insurance. which, ^ 
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appear in the budgets of the insurance organizations, 
and not at all those large sums which in consequence 
of social insurance either burden the financial results 
and the accounts of other State departments, or by- 
reason of the relief given from postal charges and 
other dues and the like privileges represent a loss of 
receipts to these departments." 

Will you be able to enjoy free postage, telegraph and tele- 
phone, free transportation on the railroads for your in- 
spectors, free expressage, the free services of auditors and of 
lawyers, and other similar contributions of the taxpayers 
which are so important a factor in making the expense ratio 
of some (not all) of the German social insurance organizations 
look low in comparison with what less favored institutions 
must spend? 

£• S* L, 
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LETTER NO. 8 

A rejoinder, to E. Spencer Baldwin, Secretary, Massachusetts 
Employees' Insurance Association, on the same subject as 
No. 7 

New York, August 21, 1912. 
My dear Sir: 

I have read with interest your latest pamphlet entitled 
"Two Exhibits in re-Compensation Insurance." 

Permit me to congratulate you on its comparatively tem- 
perate tone. 

I feel very siu-e that, m the long run, you will not only make 
friends and policyholders by pursuing a temperate course, 
but will also thereby aid the general cause of workmen's 
compensation, which in turn will benefit both employer and 
employee. 

A continual wrangle between the stock companies and the 
mutual associations will be seized upon by the advocates of 
so-called state insurance as one good reason why their plan 
should be tried. You and I agree that any plan of state 
compensation insiwance would prove to be a public calamity, 
and we ought to agree that the officers of stock compensation 
insurance companies and mutual compensation insurance 
associations should spend all their time in perfecting their 
service to their patrons, to the end that there will be no de- 
mand for anything better. 

But while you continue to issue pamphlets attacking stock 
companies with arguments not sustainable, in my opinion, by 
the facts, I shall feel. compelled to refute your arguments. 

For this reason, I'm going to say some thmgs to you in 
reply to your *'Two Exhibits in re-Compensation Insurance." 

You say (in your latest pamphlet), "In each of these re- 
spects (the best service, the best protection and the best 
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rates) the Massachusetts Employees' Insurance Association 
offers to employers more advantageous terms than they can 
obtain from the liability companies." , 

Is this really so? Where is your record? 

Can you, from the very start, give better service than my 
company? 

It seems to me that your assertion is presumptuous. My 
dictionary says: "One is * presumptuous' who takes things to 
himself before he has acquired any title to them." 

You had not even started in business when you made pre- 
sumptuous claims. 

My company has been doing a successful business in Mas- 
sachusetts for over seventeen years. 

You say: ''The (your) association is a strictly mutual 
private association." 

Wherein, then, is it any better than any other strictly 
mutual private association, or any stock company, unless and 
until you make it so? 

You say: "If Mr. honestly desired to obtain a 

broad and fair understanding of the situation, he should have 
given a representative of this association an opportunity to 
state our side of the case." 

But in the two pamphlets you have last published, have 
you stated your case "fairly"? 

You say: "It (the Massachusetts Employees' Insurance 
Association) is organized to provide insurance covering the 
compensation and liability payments under the new law at 
the lowest possible cost. It cannot provide any other kind 
of insurance, — such as boiler or flywheel insurance. It does 
not sell insurance in 'prize packages,' but offers * bargain 
prices' in one particular kind." 

You brag about your ability to "exclude undesirable 
risks" in the following words: "In short, while the law per- 
mits any employer in the State to become a subscriber (policy- 
holder), the association can fix the terms of subs^qpj);tj\9n and 



EDSON S. LOTT 99 



To E. Spencer Baldwin 



the conditions of membership in such a manner as to exclude 
undesirable risks." 

You talk as if you intended to use arbitrarily your power 
to ''fix" any applicant whom you may regard as undesirable, 
but you give no limit as to what, in your opinion, constitutes 
an undesirable risk. 

Will you regard as "undesirable" a policyholder who is 
unf ortimate in having many accidents? If so, the employers 
of Massachusetts should be thankful to your legislatiu^ for 
not permitting your friends to secure for you, through legis- 
lative enactment, a monopoly of all the workmen's compen- 
sation insurance in Massachusetts. Your friends certainly 
put up a hard fight to seciu^ that monopoly for you. 

You say: " It may be pointed out further in this connection 
that the rates of the association have been calculated on the 
principle of absolute adequacy. That is, the rates, which 
have been computed by the best actuarial expert available, 
are intended to cover the entire cost of the insurance, in 
order that subscribers may count upon immunity from as- 
sessment." 

Then why do your by-laws (which are legally binding upon 
your subscribers) provide that you may ''assess" your sub- 
scribers for an amount equal to 100 per cent, of the rates 
your expert has named? And, by the way, can you not — 
under certain circumstances — ^make a still further assessment? 
You say: "... there is the strongest possible incentive 
to economy, as the employers themselves furnish all the funds 
and control the expenditures." 

Only half true. The employers certainly "fmnish all the 
funds," but just as certainly they do not "control the ex- 
penditures." Your pen must have slipped when you made 
that statement. 

You say: "The argument that the association represents a 
socialistic trend to State monopoly in all kinds of business is 
pointless. The association has no monopoly." 
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If it is pointless it is so for the reason that your friends 
failed in their efforts to give it a very sharp point. Your 
friends endeavored with might and main to induce the 
Massachusetts legislature to give you a monopoly. 

After you have been beaten in your efforts to secure a 
monopoly, it is not graceful to claim the virtue of open com- 
petition, is it? 

You say: "The liability of subscribers for assessment on 
their contingent mutual liability is not unlimited, but is 
fixed in the by-laws of the association at 100 per cent, of the 
cash premiums." 

Suppose the 100 per cent, is not enough? Then you fail, 
do you not? Or can you — ^under certain circumstances- 
make a still further assessment? 

You say: "All insurance is based upon the principle of loss 
distribution." 

But you have to confine your loss to the Commonwealth 
of Massachusetts, do you not? You cannot "distribute'^ it 
beyond the borders of that State, can you? 

Insurance is based on the law of average, and you must 
agree with me that the area of distribution must be broad 
enough to practically eliminate the element of chance in 
order that the law of average may operate. I maintain that 
the area of distribution open to your association is not broad 
enough to warrant the confidence in the success of the associa- 
tion which is reflected in your statements. 

In the New York Evening Sun of July 2 there was an item 
reading as follows: 

100 GIRLS JUST ESCAPE DEATH 
IN BOSTON FIRE 

Disaster Like New York's Triangle 
Horror Averted. 

Boston, July 2. — ^A disaster similar to the New York Tri- 
angle shirtwaist fire was narrpwly averted here to-day when 

Digitized by VorOOy It^ 



EDSON S. LOTT 101 



To E. Spencer Baldwin 



one hundred girls employed in the Willowcraft Manufactur- 
ing Company's plant on Massachus.etts avenue just escaped 
burning to death. 

Four were taken down extension ladders unconscious, 
twenty-fiVe swung to branches of trees which reached the 
windows and then dropped to the ground and six firemen 
were overcome. 

A traffic pocket in which three engines and two ladder 
companies were caught prevented the apparatus from reach- 
ing the scene until just in time to take the girls from the 
windows and crowded fire escapes. The damages will ex- 
ceed $25,000. 

Had you carried that risk and all those persons had been 
burned to death, what would have happened as respects 
your association? 

If a stock liability insurance company had carried the risk 
and the loss had been several hundred thousand dollars, the 
entire loss would have been divided between two-score com- 
panies, and no shock would have been felt by any one of 
them. 

You say: "It may be remarked here that if the companies 
undertake to sandbag the association out of existence, they 
would pave the way for their own elimination, since the fail- 
ure of this association would give rise to a general agitation 
for State insurance in this Commonwealth." 

You didn't think of this last winter when your friends were 
trying, before the Massachusetts legislature, to sandbag all 
your competitors out of business, that you might have a 
monopoly, did you? 

You say: "The association offers to employers the advan- 
tages of lowering the cost of insurance at the outset, promot- 
mg the systematic prevention of accidents, and the conse- 
quent reduction of insurance cost in the long run, and 
establishing more amicable relations with employees." 
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Your association does not offer the advantage of lowering 
the cost of insurance at the outset. You don't know what the 
cost will be at the outset, hence you make your customer 
agree to pay 100 per cent, more, if necessary, than the pre- 
mium you name at the outset. And perhaps you can assess 
beyond even this 100 per cent. 

You cannot at the outset successfully compete with the 
old companies in the systematic prevention of accidents, for 
you have not the necessary equipment. In the practice of, 
as distinguished from the theory of, accident prevention, your 
competitors have a tremendous advantage over you, have 
they not? 

No halo surrounds you which will make it possible for you 
to surpass the old companies in establishing more amicable 
relations with employees. 

You say: "Private companies operated for profit, and 
consequently interested to keep the rates of insurance as 
high as possible, with no effective incentive to push the adop- 
tion of measures for accident prevention, and with the 
temptation to drive hard bargains with employees in dis- 
tributing compensation, cannot offer advantages in the 
respects enumerated that are comparable with those promised 
through the new association." 

Well, yours is a ''private" institution, isn't it? You say so 
yourself, in the following words: ''The association is not a 
state company, institution or department, but a strictly 
mutual private association." 

As for the rates of the stock companies, your Insurance 
Commissioner withheld his approval of some of the rates 
submitted by some of the stock companies, because the rates 
were not high enough in his judgment. One of the arguments 
advanced by your friends, when they were trjdng to drive 
all stock companies and all mutual associations but yours out 
of the state, was that if we were permitted to compete with 
you we would drive you out of busmess by underbiddmg 
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you on rates. And presumably that is why your Insurance 
CJommissioner was empowered to cause all stock companies 
to charge "adequate" rates. 

CJonceming our lack of "effective incentive'' to prevent 
accidents, you ought to think it suflScient that we must meet 
your competition. On what ground can you justify your 
assertion that you possess ability superior to our own in this 
respect? Where did you get your experience? Where is 
your record? You have had no experience, hence you have 
no record. You have no man in any position of responsibility 
who has had any experience as a liability insurance under- 
writer. 

Why shall we be tempted to drive harder bargains with 
employees than your association? Both of us must pay the 
amount the law calls for. It is all laid down in the law. If 
you pay more than the law calls for, you will be doing it with 
the employers' money, will you not? And are you claiming 
credit for pajdng out another man's money without his 
consent and without any legal obligation on his part? As a 
matter of fact, are you not blowing hot and blowing cold? 
First, you claim that you will pay employees more freely 
than we will. The more freely you spend your policyholders' 
money, the more premiums they must pay you. Then, you 
claim that your membership will "have the strongest interest 
in securing the highest attainable degree of economy." 
Again, you say that your association "is organized to pro- 
vide insurance ... at the lowest possible cost." 

"Lowest possible cost" means prudent business manage- 
ment, not personal aggrandizement through the liberal use 
of other people's money. Your association is a business 
enterprise, i^n't it? It is not a charitable institution, is it? 
You agree to follow the law, the same as we do, for your 
policyholders. You do not expect that the public will regard 
you as likely to be more law abiding than we shall be, do you? 
You say: "Shall employers co-operate on the mutual 
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basis, . . . with a low cost of insurance, under a system that 
promises to effect a steady reduction of accident loss, and by 
methods that will tend to bring about better feeling between 
employer and employee . . . ?" 

I have underscored your word ''PROMISES'' because 
promises are ALL, at this date, which you can offer your 
policyholders. 

I challenge you to produce evidence to refute my assertion. 

May I again suggest that you stop tr5ring to poison the 
public mind against your competitors, and — instead — devote 
your talents toward giving your policyholders such service 
as you are ' ' promising ' ' ? You will have your hands full doing 
that one thing alone. 

You will get some business. 

We will get much more business. 

We both wish the new law to succeed. Let's co-operate 
in making the law a success. 

I wish you to succeed. Your failure would tend to bring 
compensation insurance associations and companies into 
disrepute. 

Will you lose by showing a generous spirit toward your 
competitors? 

There is enough room in Massachusetts for all of us, and 
I trust that j'^ou'will long remain one of us. You won't be 
in such bad company. 

Most truly yours, v 

Edson S. Lott, 

President. 
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LETTER NO. 9 

Dangers in Requiring Insufficient Reserves by Mutual Insur- 
ance Associations, with Special Reference to the Michigan 
Plan 

To Hon. Francis H. Bohlen, Secretary Industrial Accident Commis- 
sion of Pennsylvania. 

New York, April 1, 1912. 
My dear Sir: 

The Michigan Workmen's Compensation Law gives the 
employer the option 

(1) To carry his own risk, if he can satisfy the Em- 
ployers' Liability and Workmen's Compensa- 
tion Commission that he is solvent and will be 
likely to remain solvent; or 

(2) To insure in any stock liability insurance com- 
pany duly licensed to transact compensation in- 
surance in Michigan; or 

(3) To insure in any mutual compensation insurance 
association duly licensed to transact business in 
Michigan; or 

(4) To pay over to the Commissioner of Insurance 
the workmen's compensation fund and have him 
administer it. 

You ask my opinion of this phase of the Michigan 
law. 

I think well of it as a whole, but I believe that it can be 
improved. 

It looks a bit queer for a Commissioner of Insurance, who 
is supposed to sit in judgment to see that the insured and 
the insurer each get a square deal, and w^ho must be careful 
lest one insurance company obtains a Commissioner-created 
advantage over another insurance company, ^ , 
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to 

himself 
become 
a 

competitor 
of 
those 
whom 
he 
supervises 
and 
over 
whom 
he 
has 
great 
control. 



It is well to provide, in any workmen's compensation law, 
for the organization of mutual compensation insurance asso- 
ciations 

PROVIDED 

they are required to maintain adequate R-E-S-E-R-V-E-S, 
the same reserves as stock compensation insurance companies 
are required to maintain. The early losses in connection with 
compensation insurance will prove deceptive, for they will 
mature more slowly than in any other line of insurance. In 
life insurance the liability of the insurance company is fixed 
when the insured dies. The liability of the fire insurance 
company is known as soon as the fire occurs and the value 
of the property burned or damaged is ascertained. In glass 
insurance the breakage of the glass immediately established 
the loss to the insurance company, As soon a,^ the hail 
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strikes, the loss of the hail insurance company can be com- 
puted. 

But 
an 
accident 
to 
an 
employee 

may 

mean 

nothing 

at 

aU 

or 

very 

Uttle, 

or 

a 

great 

deal 

to the compensation insurance company; while the PAY- 
MENTS of compensation arising from accidental bodily 
injuries to employees will extend over a period of years and 
will be cumulative in character, the compensation payable 
increasing in volume each year even when the number of 
accidents each year remains stationary. There is not the 
same necessity for stringent reserve laws for mutual fire 
insurance companies as for mutual compensation insurance 
companies, and for the reason stated. Mutual fire insurance 
companies would also need stringent reserve laws if the 
buildings they insured could and often did bum, little by little, 
for a dozen years, now apparently ceasing, only to break out 
afresh, and the actual insurance losses could not be defi- 
nitely ascertained until years after the fires started; for 
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under such circumstances those who instired in early years 
would saddle a part of their just losses on those who insured 
later, 

unless 
the 
early 
customers 
were 
required 
to 
pay 
enough 
premium 
to 
carry 
their 
risks 
through 
to 
the 
end; 

the alternative being that the time will come when the col- 
lectible assessments will not pay the accumulated losses. 
Kindly read my paper entitled ''State Employers' Liability 
or Workmen's Compensation Insurance." 

If mutual companies can but they should not be per- 

make a saving in EX- mitted to sacrifice future 

PENSES, because they will SECURITY through pres- 

not be obliged to pay agent's ent insufficient accumula- 

commission, well and good; tion of RESERVES. 

Stock insurance companies should not be given a monopoly; 
mutual insurance companies should not be given a monop- 
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oly; self-insurance should not be given a monopoly; either 
should be permitted, with proper safeguards for each. No 
semblance of state insurance should be permitted under any 
circumstances whatsoever. 

The only argimient for state 

insurance which I admit is 

sound is that, by making it 

compulsory, the solvency of 

the employer — as respects the 

compensation due an injured 

employee — ^is guaranteed; 

and inasmuch as, finally, 
compensation insurance must 
be compulsory, other than in 
exceptional cases, ways and 
means must be provided 
whereby all forms of insur- 
ance must actually guarantee 
that all injured employees 
will secure the full compen- 
sation duly awarded them. 

The law should permit the injured employee who cannot 
collect from his employer the compensation due him, to 
collect it from the company which insures the employer; and 
the law should require such insurance company, whether 
STOCK or MUTUAL, to maintain a sufficient reserve so 
there will be no question concerning its ability to pay all 
its losses. 

Insurance companies (all kinds) should be required to 
maintain adequate reserves to meet all losses; insurance com- 
panies should be required to guarantee the solvency of their 
assured; employers who establish their likelihood of per- 
manent solvency should be permitted to carry their own 
risks; those employers who carry their own risks should be 
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required, at the discretion of the court, to give security for 
the payment of the compensation awarded. 

In another letter I shall try to prove that the State should 
legalize premium rate-making bodies imder state supervision. 

Most truly yours, 

Edson S. Lott, 

President. 
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LBTTER NO. 10 

To Whom shall Workmen's Compemtation Laws Apply? With 
a General Discussion of Scope of Such Statutes 

To Hon. Harvey E. Gannan, Secretary, Employees' Compensation 
Ck>mmi88ion of Colorado. 

New York, April 5, 1912. 
My dear Sir: 
I quote from your circular without date as follows: 

"To the Members of the Employees' Compensa- 
tion Commission and all other persons interested. 
Gentlemen: — 

"To aid the members of the Commission, as well 
as others interested, in considering the various 
points which legislation providing for Workmen's 
Compensation present, I beg to submit the follow- 
ing memoranda: 

"It is desirable that the members of the Commis- 
sion should formulate their views as to the general 
nature of the scheme and as to working details, so 
that at the first deliberative meeting of the Commis- 
sion some basis of action may be adopted. The 
subject ranges itself under the following heads:" 

I take the liberty of including myself among the "other 
persons/' that I may address myself to the questions you 
raise. 

I quote from your circular: 

1. WHAT INDUSTRIES SHALL BE COVERED? 
ALL; 

Dangerous or hazardous (enumerate) ; 

Domestic and household, etc.; 

Agricultural; 

Pastoral. r^^^^T^ 
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2. WHAT PERSONS SHALL BE COMPENSATED? 
All workmen; 
Manual laborers; 
Clerks, etc.; 
Salaried employees; 
State and municipal employees; 
Domestic and household servants; 
Agricultural employees. 

I group your questions 1 and 2 because I can answer both 
questions in the same words. 

My answer is yes to your two general questions and to each 
of the sub-divisions thereof. 

If you are to pass a law applying to any class of industries 
and to any class of workmen, it should cover all industries 
and aU workmen. 

If one or two or three or more barbers working for a boss 
barber are entitled to compensation for disabling accidental 
bodily injuries, why are not one or two or three or more 
laborers working for a boss farmer entitled to the same pro- 
tection? 

Why give compensation to the horseboy in a livery stable 
and let the cowboy on the ranch shift for himself? 

Is justice fully served by "compensating" the hired man 
who is hurt in the factory, and extending only "charity" to 
the hired girl in the kitchen who is blown up by an explosion 
of the gas stove? 

Moreover — 

If your bill embraces all industries and all workmen, 

EVERYBODY 

WILL BE 
INTERESTED, 

and everybody will be more likely, in the long run, to get a 
fair-play deal. If you cut out farm laborers, most of the 
farmers in your legislature will be FOI^.TOyf ^I^^JM) matter 
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how drastic it may be. If you include farm laborers, most of 
the fanners will be AGAINST it. By making the farmers 
''parties at interest" you will have a powerful ally in keeping 
the law within reasonable limits. If you also cover domestic 
servants, you will immediately and vitally interest every 
citizen employing a "maid of all work," and many such will 
then study the scheme sufficiently so they will have a more 
or less intelligent conception of what it means to those who 
have large numbers of employees, as well what it means to 
the employees. 

We do not, as a people, pay much attention to laws (even 
tax laws) which afifect us only indirectly, whereas we give 
close attention to those laws which open our own pocket 
books. 

I quote from your circular: 

3. UPON WHOM SHALL THE BURDEN OF COM- 
PENSATION REST? 

' Upon employers alone; 
Upon employers and employees; 
Upon employers, employees, and the State; 
Upon a fund to be provided by all in like industry, 
i. e. by classified industries, either by employers 
alone or by employers and employees, or by 
both with State contribution? 
In case of independent contractors, what re- 
sponsibility shall be placed on the principal? 

The employer alone should pay all of the compensation. 

The workman should not be required to contribute any 
part of a fund which the law says is due him. If you think 
the workman is entitled to ninety cents, give him ninety 
cents. Don't give one himdred cents by making him first 
contribute ten cents. 

As for the argiunent that the workmen will be more careful 

if ttiey contribute to the compensation f imd, it is — of course — 

based on the assumption that mankind in general and work- 
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men in particular are universally influenced by an enlightened 
self-interest. I think the argument far-fetched in the present 
instance. 

In any event, whatever amoimt the workmen contribute 
must, soon or late, be added to their wages. 

The state should not pay any part of the compensation 
fxmd, because each industry should stand on its own bottom 
and pay its own share of the compensation, the most hazard- 
ous and the most niunerous the greatest share and the least 
hazardous and the least numerous the smallest share. Then 
the burden falls automatically where it belongs. 

I quote from your circular: 

4. IF THE ENTIRE BURDEN OF COMPEN- 
SATION IS CAST ON THE EMPLOYER, 
HOW SHALL THE ACT BE MADE EXCLU- 
SIVE OF COMMON LAW OR STATUTORY 
REMEDIES? 

Shall both employer and employee be compelled 
to elect whether the statutory compensation 
shall be to the exclusion of other remedies? How 
shall they respectively evidence their elections? 
What shall be the presumption as to their electing 
to accept the statute, or to abide by the old law 
in case of silence? 

Draw your bill so both employer and employee will be IN 

imless 

they 

elect 

to 

get 

out. 

See the New Jersey Workmen's Compensation Act. 

If your proposed law IS A GOOD THING, m^e its 
acceptance easy and its rejection hard for all parties in- 
terested. 

Digitized byV^OOy It^ 



EDSON S. LOTT 115 



To Hon. Harvey E. Garman 



I quote from your circular: 

5. IF THE EMPLOYER DOES NOT ELECT TO 
ACCEPT THE STATUTORY METHOD OF 
COMPENSATION, BUT RELIES ON THE 
OLD LAW, WHAT DEFENSES UNDER THE 
OLD LAW SHALL BE ABROGATED? 
What about abrogating the defense of 

1. Assumption of risk by employees. 

2. Injury caused by fellow servant. 

3. Injury caused by contributory negligence. 

Abrogate each of the defenses you have named, when the 
employer elects to operate under the common law. Make the 
compensation both certain and reasonable, if the employer 
stays in imder the compensation law. Make it better for 
both employer and employee to operate under the compen- 
sation law. Don't leave the matter so it will be best for either 
to take his chances under the common law. Make your new 
law WORKABLE. In New Jersey ninety per cent, of the 
employers and employees are operating under the Workmen's 
Compensation Law. In California and Wisconsin more em- 
ployers and employees are operating xmder the common law 
than under the compensation law. 

In California and Wisconsin liability insurance companies 
charge more for coverage imder the compensation law than 
imder the common law, whereas in New Jersey they charge 
a shade more for coverage under the common law than under 
the compensation law. The New Jersey way helps mightily 
to keep the employers under the compensation law. 

I quote from your circular: 

6. SHALL ANY SUITS FOR DAMAGES BE 
PERMITTED IN LIEU OF THE STATU- 
TORY COMPENSATION AS DEPENDENT 
UPON EITHER 

1. The gross personal negligence of the employer, 
or 

2. The failure to comply with safety If^^Qogle 
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No. You are framing a law one great purpose of which is 
to AVOID litigation. To permit the employer to be mulcted 
in damages imder the circumstances which you recite, 

DIRECTLY 
ENCOURAGES 
LITIGATION. 

Make your law definite and certain — swift and sure. 
I quote from your circular: 

7. WHAT, IF ANY, SPECIAL CONTRACTS 
BETWEEN EMPLOYER AND EMPLOYEE 
MAY BE MADE CONCERNING LIABILITY 
EITHER 

1. Waiving compensation; 

2. Reducing liability; 

3. Establishing a benefit fund; 

4. Providing for insurance? 

Do not permit the compensation to be waived or reduced. 
Do not pass a law for the benefit of workmen and their de- 
pendents and then permit the workmen to vsign away their 
rights and the rights of their dependents. 

Respecting insurance, kindly read the enclosed copy of a 
letter I wrote to the Secretary of the Pennsylvania Industrial 
Accident Commission on April l^t. (See Letter No. 9, ante, 
p. 105.) 

I quote from your circular: 

8. HOW LONG MUST DISABILITY CON- 
TINUE, BEFORE A RIGHT TO COMPEN- 
SATE ATTACHES, AND FROM WHAT 
DATE SHALL COMPENSATION COM- 
MENCE? 

Kindly read extract from a letter I wrote to Commissioner 
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of Insurance Palmer, of Michigan, on March 25, 1912, 
which extract is attached hereto. (See Letter No. 11, p. 
124.) 

I quote from your circular: 

9. WITHIN WHAT TIME, AND IN WHAT 
MANNER SHALL NOTICE OF INJURY BE 
GIVEN, AND WITHIN WHAT TIME SHALL 
CLAIM BE PRESENTED FOR SETTLE- 
MENT? 

Kindly read the extract from a bill presented to the 
New York Legislature this year, which extract is attached 
hereto. (See p. 120.) (The New York Legislature ad- 
journed without passing any workmen's compensation 
measure). 

I quote from your circular: 

10. IN THE EVENT OF DISPUTES, TO WHOM 
SHALL THEY BE REFERRED FOR SET- 
TLEMENT? 

SHALL it be, 

1. To a Board or Commission; 

2. To Arbitrators; 

3. To a Judge; 

4. To a Court; 

5. To a designated State officer? 

[Since this letter was written, I have seen the extremely 
satisfactory results achieved by the Massachusetts Industrial 
Accident Board and by the New Jersey Courts — one a politi- 
cal body and the other a judicial body. 

I have also seen the most unsatisfactory results flowing 
from administration by purely political boards in other 
States. 

In the light of this additional experience I am free to admit 
that the name of the body which administers the law is of 
little consequence so long as the character of that body can 
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approximate in excellence that of the Massachusetts Indus- 
trial Accident Board or the Courts of New Jersey.] 

I quote from your circular: 

11. IF THE BENEFICIARIES OF A DE- 
CEASED WORKMAN ARE NON-RESIDENT 
ALIENS, WHAT COMPENSATION SHALL 
BE PAID AND TO WHOM? 

1. To a widow; 

2. To children; 

3. To parents? 

(See Letter No. 12 to Mr. Francis Feehan, post, p. 133). 



I quote from your circular: 

12. WHAT SHALL BE THE COMPENSATION 
PAID TO DEPENDENTS IN CASE OF 
DEATH? 

Shall it be upon the basis of earnings, either for a 
stated number of years, or a percentage of earn- 
ings for a given period in weeks, months, or 
years? 

What shall be the maximum amoxmt paid? 
What shall be the minimum amoimt paid? 
Shall it be in a single payment, or in weekly, 
monthly or annual amoimts? 
What, if anything, shall be paid in the event of no 
dependents, for burial or other expenses? 

13. WHAT SHALL BE THE COMPENSATION 
IN CASE OF TOTAL DISABILITY? 

Shall it be by a^ single payment, or by install- 
ments? 

What per cent, of earnings shall be paid? 
What shall be the maximum? 
What shall be the minimum? 
What distinction, if any, shall be made between 
married and single men? 

14. WHAT SHALL BE THE COMPENSATION 
IN CASE OF PARTIAL DISABILITX?oogL. 
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Shall it be by a single payment, or by install- 
ments? 

What per cent, of earnings shall be paid? 
What shall be the maximum? 
What shall be the minimmn? 
What distinction, if any, shall be made between 
married and single men? 

Shall payment be made for specific injmies, like 
loss of limb or eye? 

If payable at stated times, shall the amoxmt be 
subject to revision? 

1 like the scale of compensation in the New Jersey law 
(copy enclosed herewith) and in the Phillips New York Bill 
(Int. 1484) enclosed herewith. There are some trifling in- 
accuracies in the wording in each case to which I shall be glad 
to call your attention if you should decide to adopt a similar 
scale of compensation. 

I am cordially in favor of paying the compensation by 
monthly installments for I believe that always paying the 
compensation in a lump sum will go a long ways toward 
defeating that which you are trying to accomplish — keeping 
injured employees and their dependents above the poverty 
line. However, there certainly are cases where the object 
intended to be accomplished by a workmen's compensation 
law can best be served by commuting the compensation. In 
your own state, recently, the du Pont Powder Company de- 
cided to pay to the widow of an employee who had met with 
accidental death while in the employ of that corporation, 
$2,500 in monthly installments. The widow explained that 
she had five children, the oldest a boy of ten, that she knew of 
a small farm that she could buy for $1,500, that she already 
possessed a cow, and that if given enough money down to 
buy the farm, a horse, some chickens, and some farming 
implements, she could make a living on the farm by setting 
her children to work thereon; whereupon the du Pont Powder 
Company paid the woman enough in a liunp siun to accom- 

Digitized by VorOOy It! 



120 WHICH WILL BE BEST FOR THE WORKMAN? 
To Hon. Harvey E. Garman 

plish her purpose agreeing to pay her the balance m small 
monthly installments extending over a long period of time. 

I suggest that in cases where there are no dependents, the 
employer should be made liable for reasonable last sickness 
and burial expenses not exceeding $100. 

I quote from your circular: 

15. COMPULSORY INSURANCE. 
If a plan of compulsory insurance, through State 
agencies, be deemed desirable, what shall the 
plan be? 

I attach herewith a copy of a letter written by me, on this 
phase of the subject, to the Secretary of the Pennsylvania 
Industrial Accidents Commission on April 1st, 1912. (The 
subject is more fully covered in Letter No. 2, p. 20, to 
Hon. John T. Clarkson.) 

I feel sure that you will not think I am "butting in" by 
writing you this long letter. Your correspondence with me 
leads me to believe that you will be glad to receive my views, 
even if you do not agree with my conclusions. 

Cordially and sincerely yours, 

Enclosures. Edson S. Lott, 

President. 

EXTRACT FROM THE PHILLIPS ASSEMBLY BILL, 
STATE OF NEW YORK, NO. 1780— INT. 1484 

''Notice to employer. Unless the employer shall have 
actual knowledge of the occurrence of the injury, or unless 
the employee or some one on his behalf, or some of the de- 
pendents, or some one on their behalf, shall give notice 
thereof to the employer within foiui;een days of the occur- 
rence of the injury, then no compensation shall be due until 
such notice is given or knowledge obtained. If the notice is 
given or the knowledge obtained within thirty days after the 
occurrence of the injury, no want, failure, or inaccuracy of 
the notice shall be a bar to obtaining compensation, unless 
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the employer shall show that he was prejudiced by such 
want, defect or inaccuracy, and then only to the extent of 
such prejudice. If the notice is given or the notice obtained 
within ninety days, and if the employee, or other beneficiary, 
shall show that his failure to give prior notice was due to his 
mistake, inadvertence, ignorance of fact or law, or inability, 
or to fraud, misrepresentation or deceit of another person, or 
to any other reasonable cause or excuse, then compensation 
may be allowed, unless, and then to the extent only, that the 
employer shall show that he was prejudiced by failure to 
receive such notice. Unless knowledge be obtained, or notice 
given, within ninety days after the occurrence of the injury, 
no compensation shall be allowed or paid. 

"Service and form of notice. The notice referred to may 
be served personally upon the employer, or upon any agent of 
the employer upon whom a summons may be served in a civil 
action, or by sending it through the mail to the employer at 
the last known residence or business place thereof within the 
state, and shall be substantially in the following form: 

"Form of notice, 

" To (name of employer) : 

"You are hereby notified that a personal injury was re- 
ceived by (name of employee injured), who was in your 
employ at (place) while engaged as (nature of employ- 
ment), on or about the ( ) day of ( ), nineteen 
hundred and ( ), and that compensation will be claimed 
therefor. Signed. 

( ). 

but no variation from this form shall be material if the 
notice is sufficient to advise the employer that a certain 
employee, by name, received an injury in the course of his 
employment on or about a specified time, at or near a certain 
place. Notice served at the office of, or on the person who 
was the employee's inmiediate superior, shall be a compliance 
with this act." Digitized by ^oogit: 



LETTER NO. 11 

Review of Michigan Workmen's Compensation Act. Necessity 
for Record Proof of Declarations of Employees Not to 
Be Bound by the Act 

To Hon. C. A. Palmer, Commissioner of Insurance of Michigan. 

New York, March 25, 1912. 
My dear Mr. Palmer: 

I beg to acknowledge the receipt of and to cordially thank 
you for your letter of March 19, re House Bill No. 1, File 
No. 1, introduced by Mr. Ashley — ^a Workmen's Compensa- 
tion Bill. 

You are so good as to say that you would like to have me 
review the bill and give you the benefit of my judgment 
upon it, as compared with similar statutes in other States. 

I quote from the bill as follows: 

"Sec. 2. The provisions of section one shall not 
apply to actions to recover damages for personal in- 
juries sustained by household domestic servants 
and farm laborers." 

Except that farmers have votes and all those employing 
domestic servants have votes, I see no justification for leaving 
out household domestic servants and farm laborers. My own 
judgment is that a workmen's compensation bill should m- 
clude all industries. Why not? If you include the one or two 
or three or more barbers who are working for a boss barber, 
why should you not include the one or two or three or more 
farm hands who are working for a boss farmer? And why 
should you decide that a household domestic servant who 
receives an accidental bodily injury must shift for himself, 
while you take care of a stable man, working in a livery 
stable, who receives an accidental bodily injury? The only 
answer I know is "Votes." 
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I quote from the bill as follows: 



"Sec. 8. Any employee as defined in subdivision 
one of the preceding section shall be subject to the 
provisions of this act and of any act amendatory 
thereof. Any employee as defined in subdivision two 
of the preceding section shall be deemed to have ac- 
cepted and shall be subject to the provisions of this 
act and of any act amendatory thereof if, at the time 
of the accident upon which liability is claimed: 

" 1. The employer charged with such liability is 
subject to the provisions of this act, whether the 
employee has actual notice thereof or not; and 

"2. Such employee shall not, at the time of enter- 
ing into his contract of hire, express or implied, with 
such employer, have given to his employer notice in 
writing that he elects not to be subject to the pro- 
visions of this act; or, in the event that such con- 
tract of hire was made before such employer became 
subject to the provisions of this act, such employee 
shall have given to his employer notice in writing 
that he elects not to be subject to such provisions, or 
without giving either of such notices shall have re- 
mained in the service of such employer for thirty 
days after the employer has filed with said board an 
election to be subject to the terms of this act. An 
employee who has given notice to his employer in 
writing as aforesaid that he elects not to be subject 
to the provisions of this act, may waive such claim 
by a notice in writing, which shall take effect five 
days after it is delivered to the employer or his 
agent.*' 

The part of your bill last quoted is defective. In the 
interest of employer and employee I suggest that your bill 
ought to make more definite and certain that part which 
provides how an employee may elect not to be bound by the 
provisions of the bill. To simply "have given to his em- 
ployer notice in writing" or "may waive such claim by a 
notice in writing " (Notice to whom?) is not suflScient. It 
has the very great advantage of extreme simplicity, but its 
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very simplicity will often give rise to litigation. More 
adequate provision should be inserted in the bill to perpetu- 
ate the evidence of the "notice." As a lawyer I know that 
you will agree with me. You want to prevent, not encourage, 
litigation. Claims will be set up and denied that notice has 
been given and that notice has not been given. You defeat 
one object of your bill (the avoidance of litigation) by put- 
ting in such a loose provision. 
I quote from the bill as follows: 

"Sec. 3. No compensation shall be paid under 
this act for any injury which does not incapacitate 
the employee for a period of at least one week from 
earning full wages, but if incapacity extends beyond 
the period of one week, compensation shall begin on 
the eighth day after injury: Provided, however, 
That if such disability continues for eight weeks or 
longer, such compensation shall be computed from 
the date of the injury." 

The words "one week" should be made to read two weeks. 
I have discussed this question with a large number of gentle- 
men who have given workmen's compensation laws in this 
country and in other coimtries intelligent study, and not one 
of them has seriously considered a waiting period of one 
week as against two weeks. Many of all those with whom I 
have talked think the period should be one month. Some 
even think that the waiting period should be two months. 
By eliminating the smaller misfortimes, you leave your 
fund for the use of alleviating real distress — ^permanent 
injuries and the like, instead of dissipating it for comparative 
inconsequential injuries. To be laid up for a month is a 
misfortune, but not a real calamity. If the fund is eaten up 
for misfortunes there is nothing left for calamities. 

I quote from the bill as follows: 

"Sec. 4. During the first three weeks after the 
injury the employer shall furnish, or cause to be 
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furnished, reasonable medical and hospital services 
and medicines when they are needed." 



Under an employers' liability policy of insurance, such as 
has been in vogue in this coimtry for years, the so-called 
"first aid'' feature reads as follows: 

*'The Assured, whenever requested by the (insur- 
ance) Company, shall aid in securing information 
and evidence and the attendance of witnesses and 
in effecting settlements and in prosecuting appeals, 
but the Aissured shall not volimtarily assimie any 
liability, either before or after an accident, nor shall 
he (without the written consent of the Company 
previously given) incur any expense or settle any 
claim, except at his own cost, nor interfere in any 
negotiations for settlement or in any legal proceed- 
ing conducted by the Company on account of any 
claim; except that the Assured may provide at the 
time of the accident (and at the cost of the Com- 
pany) such immediate surgical relief as is impera- 
tive." 

This feature of such policies costs insurance companies 
from ten to twenty per cent, of the total losses paid, worded 
as carefully and restricted as closely as is the clause quoted. 
A large amount of your fund will be paid to doctors. There 
will be no escape from it. You may theorize as much as you 
like, but the stubborn facts will prove, in time, that I am 
telling you the exact truth. Even if you should put on a 
limit of, say $100, as New Jersey does, and cut the time to 
two weeks, you would find that the amoimt the employer 
will be called upon to pay in a great majority of cases will be 
$100 — or just a few dollars less. I am talking by the book, 
and I have the book with me. I know that the workmen do 
not share my views, but they are taking money out of their 
own pockets by insisting upon this feature of the bill. 
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The Wisconsin law reads as follows: 

"Section 2394-9. Where liability for compensa- 
tion under the act exists, the same shaU be as pro- 
vided in the following schedule: 

" 1. Such medical and surgical treatment, medi- 
cines, medical and surgical supplies, crutches, and 
apparatus, as may be reasonably required at the 
time of the injury and thereafter during the disabil- 
ity, but not exceeding ninety days, to cure and re- 
lieve from the effects of the injury, the same to be 
provided by the employer; and in case of his neglect 
or refusal reasonably to do so the employer to be 
liable for the reasonable expense incurred by or on 
behalf of the employee in providing the same." 

The Wisconsin law has been in effect since September 1, 
1911. Former Insurance Commissioner Fricke, of Wisconsin, 
organized the Wisconsin Mutual Employers' Liability Insur- 
ance Association, for the purpose of insuring Wisconsin 
employers under the Wisconsin law. The association has 
been doing business since the very day the law went into 
effect. It is doing quite a large business. Dr. Fricke writes 
me that, in his judgment, the medical feature of the law will 
always cost more to employers than all other features of the 
law. In France, where the workmen's compensation law 
covers medical attention, the law is known as the "Doctors' 
Graft Law." Hon. P. Tecumseh Sherman, former Commis- 
sioner of Labor of this State, who has probably given more 
intelligent study the world over to workmen's compensation 
laws than any other man in this coimtry, agrees with the 
views I have expressed herein. Dr. Friedensburg, formerly 
of the Imperial Insurance Senate of Germany, agrees with 
the views I have expressed herein. My own judgment is 
that the insurance rates intelligent underwriters will be 
obliged to charge for insurance under your bill will be in- 
creased say twenty per cent, by reason of your wide open 
medical attention feature. I note the following words in the 
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bill: "The fees and the payment thereof of all attorneys and 
ph3rsiciaiis for services under this act shall be subject to the 
approval of the industrial accident board," but I warn you 
that this provision will not accomplish your purpose in its 
entirety. It will only serve as a very soft brake. The in- 
dustrial accident board may prevent the payment of some 
outrageous bill of large dimensions, but it will not prevent 
the constant drip, drip, drip. 

4c 4( 4( 4( « « 4i 

I quote from the bill as follows: 

"Sec. 15. No proceedings for compensation for 
an injury under this act shall be maintained unless 
a notice of the injury shall have been given to the 
employer as soon as practicable after the happening 
thereof, and imless the claim for compensation with 
respect to such injury shall have been made within 
three months after the occurrence of the same; or, in 
case of the death of the employee, or in the event of 
his physical or mental incapacity, within three 
months after death or the removal of such physical 
or mental incapacity. 

" Sec. 16. The said notice shall be in writing and 
shall state in ordinary language the time, place and 
cause of the injury; and shall be signed by the per- 
son injured, or by a person in his behalf, or, in the 
event of his death, by his dependents or by a person 
in their behalf. 

"Sec. 17. The notice shall be served upon the 
employer or an agent thereof. Such service may be 
made by delivering said notice to the person on 
whom it is to be served, or leaving it at his residence 
or place of business, or by sending it by registered 
mail addressed to the person or corporation on whom 
it is to be served, at his last known residence or place 
of business. 

" Sec. 18. A notice given under the provisions of 
this act shall not be held invalid or insuflBcient by 
reason of any inaccuracy in stating the time, place , 
or cause of the injury, unless it is shown that it waS^g'^ 
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the intention to mislead, and the employer, or the 
insurance company carrying such risk or the com- 
missioner of insurance as the case may be, was in 
fact misled thereby. Want of notice shall not be a 
bar to proceedings under this act, if it be shown that 
the employer had knowledge of the injury/' 

Three months is entirely too much time to give the in- 
jured employee in which to file notice of an accident or injury, 
and this provision of your law will cause an economic waste 
in defending fraudulent claims. 

I respectfully suggest that you substitute the following 
notice provision: (See notice from Phillips Bill, printed anUj 
p. 120.) 

♦ «♦«♦♦« 

I quote from the bill as follows: 

"Sec. 18. Every employer shall hereafter keep a 
record of all injuries, fatal or otherwise, received by 
his employees in the course of their employment. 
Within ten days after the occurrence of an accident 
resulting in personal injury a report thereof shall be 
made in writing to the industrial accident board on 
blanks to be procured from the board for that pur- 
pose. The said reports shall contain the name and 
nature of the business of the employer, the location 
of his establishment or place of work, the name, age, 
sex and occupation of the injured employee, and shall 
state the time, the nature and cause of the injury, 
and such other information as may be required by 
the board. Any employer who refuses or n^lects to 
make the report required by this section shall be 
punished by a fine of not more than fifty dollars 
for each offense." 

These reports should go to the Department of Labor, in 
my opinion. One splendid result of all this workmen's com- 
pensation agitation will be the prevention of accidents. The 
prevention OF accidents is of vastly greater value to every- 
body than compensation FOR accidei^l^^^^ ^^^^jmy States 
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there is now a movement on foot to enact more stringent 
accident prevention laws and to give Departments of Labor 
more help and greater authority. I enclose herewith a copy 
of a paper bearing on this general subject which I read at 
Chicago last fall. Your own Department of Labor ought to 
formulate the blanks for these reports, it ought to be the 
greatest factor in determining what changes should be made 
in your factory laws for the safety of employees, and it ought 
to be placed in a position to co-operate with the Departments 
of Labor of other States in this worthy movement toward 
the iwevention of accidents. And while you are about it, 
give your Department of Labor more money with which to 
make its work more effective. 
I quote from the bill as follows: 

"First. Upon furnishing satisfactory proof to said 
board of his solvency and financial ability to pay 
the compensation and benefits hereinbefore provided 
for, to make such payments directly to his employees, 
as they may become entitled to receive the same 
under the terms and conditions of this act;" 

Of course there can be no objection to the words quoted, 
if the industrial accident board can stand the strain, but you 
will not play much golf next simmier if the bill is enacted 
into law. 

I quote from the bill as follows: 

"Sec. 2. Nothing herein shall aflfect any existing 
contract for employers' liability insurance or af- 
fect the organization of any mutual or other insur- 
ance company, or any arrangement now existing 
between employers and employees, providing for the 
payment to such employees, their families, depend- 
ents or representatives, sfck, accident or death 
benefits, in addition to the compensation provided 
for by this act. But liability for compensation imder 
this act shall not be reduced or affected by any in- 
surance, contribution or other benefit whatsoever. 
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due to or received by the person entitled to such 
compensation, and the person so entitled shall, 
irrespective of any insurance or other contract, have 
the right to recover the same directly from the em- 
ployer; and in addition thereto, the right to enforce 
in his own name, in the manner provided in this 
act, the liability of any insurance company or of any 
employers' association organized under the provi- 
sions of part five thereof, or the commissioner of in- 
surance, who may, in whole or in part, have insured 
the liability for such compensation: Provided, 
however, That payment in whole or in part of such 
compensation by either the employer, or the insur- 
ance company carrying such risk or the commissioner 
of insurance, as the case may be, shall to the extent 
thereof be a bar to recovery against the other, of 
the amount so paid." 

You've gone about this "wrong end to." It is quite all 
right, from my viewpoint, to make the insurance company 
guarantee the solvency of its assured, but all wrong to coax 
the injured employees of the assured to sue the insurance 
company in the first instance. What you want to accom- 
plish, I take it, is to make sure that the injured employee 
will get any compensation due him, even if a judgment 
against his employer is returned unsatisfied. WHY NOT 
SAY SO, and avoid the complications which will arise under 
your wording? I enclose herewith the amended correspond- 
ing section of the New York bill drawn by the Hotchkiss 
Committee. 

I quote from the bill as follows: 

"Fourth. The period for which the company is 
incorporated, which shall not exceed thirty years." 

What happens to the injured employees whose compensa- 
tion are pending at the end of the thirty years? 
I quote from the bill as follows: 

"Sec. 8. The company shall in its by-laws and 
policies fix the contmgent mutual liability of its 
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members for the payment of losses and expenses not 
provided for by its cash fmids. Such contingent 
liability of a member shall not be less than an 
amomit equal to the liability imposed by this 
act." 

Would you like to imdertake to explain what the last 
quotation means? 
I quote from the bill as follows : 

"Sec. 10. The board of directors may, from time 
to time, by vote, fix and determine the amount to be 
paid as a dividend upon policies expiring during 
each year after retaining sufficient simis to pay all 
the compensation which may be payable on account 
of injuries sustained and expenses incurred." 

Who will determine what are "sufficient simis to pay all 
the compensation which may be payable on accoimt of in- 
juries sustained and expenses incurred"? Will the indus- 
trial accident board be competent to determine? (Not the 
slightest disrespect intended.) 



I realize, my dear Mr. Palmer, that I have not compared 
your bill with similar statutes of other States, as you re- 
quested me to do, yet I think the same purpose may be 
served by the criticisms which I have ventured to make. 

Having taken the liberty of freely criticising your bill, I 
desire to add that I think it is, as a whole, a very good one*. 
♦ ♦♦♦♦♦♦ 

Most truly yours, 
Edson S. Lott, 

President. 

HOTCHKISS COMMITTEE CLAUSE 

In case an employer shall carry insurance against liability 
under this article and an execution uponDg^jji^e^^fcifpr 
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compensation against such employer is returned unsatisfied, 
such judgment-employee, or the representative of such 
employee, may enforce such judgment for compensation 
against the insurer of such employer to the same extent 
that the employer could have enforced his claim against 
such insurer had he paid such compensation (or judgment). 
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LETTER NO. 12 

Should Non-Resident Alien Dependents be Awarded 
Compensation? 

To Francis Feehan, of the Miners' Union of Pittsburgh, Pa. 

New York, April 27, 1912. 
Dear Mr. Feehan: 

On April 5 I wrote a long letter to the Secretary of the 
Colorado Employees' Compensation Conmiission, on the 
general subject of workmen's compensation for accidents, 
and in the course of that letter I said : 

"Pay no compensation to non-resident alien de- 
pendents. Why should you? We open our gates to 
practically all comers. Some come for life and be- 
come a part of us. Others stay only long enough to 
save up a little money and then take it back to their 
mother country where it will go much further. 
While we are offering them, often to our own disad- 
vantage, every opportunity to come with us and 
become a part of us, should we also guarantee, in the 
event of their accidental death, to continue to care 
for those they have left behind in other countries and 
to whom they have been sending a part of the money 
they earned here? Is it not enough for us to make 
it worth their while to come here and enlarge the 
stream of gold continually flowing from this coun- 
try to all foreign countries? I say that we permit 
workmen to come to this country to pur own dis- 
advantage in some cases, because we all know that 
a certain percentage of the inmiigrants to this 
country are undesirable citizens and always remain 
so. Workmen's compensation laws will prove suflS- 
ciently burdensome to our industries if we confine 
133 
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the compensation to our own people, and permit 
other comitries to take care of their own depend- 
ents." 

At the hearing given by your Commission in Philadelphia 
on Tuesday I said something like that which I have just 
quoted. 

You asked me whether I did not think, in the event that 
non-resident alien dependents were denied compensation, 
that employers would discriminate against American work- 
men. 

Another witness said that he thought non-resident alien 
dependents should be paid compensation, but that they 
should receive only one-half as much as those living in this 
coimtry, for the reason that money has double the purchas- 
ing power in other countries. 

Another witness said that non-resident alien dependents 
should receive as much as those living here, for the reason 
that compensation is based on the earning power of the 
deceased workman when he was alive, and that in some 
South American countries money has a lesser purchasing 
power than it has in this country. 

I think all will agree that each of the arguments has merit. 
I am not as sure of my ground as respects this particular 
question as I am concerning other phases of workmen's 
compensation laws. However, I would like to advance 
another thought in support of my contention. 

THEORETICALLY, I think that employers' liability 
laws are based on justice. That is, when an employer has 
taken every precaution for the safety of his workmen which 
can be expected from an intelligent, careful and humane 
employer, and then one of his workmen is accidentally in- 
jured through his own carelessness, absolutely without fault 
or negligence on the part of the employer, that the employer 
should not be compelled to pay for the results of the ac- 
cident. 
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But I know that AS A PRACTICAL PROPOSITION 
laws which permit employers to escape all liability for the 
results of accidents to workmen, except in those cases where 
the accidents are caused through the fault or negligence of 
the employer, work untold hardships and misery upon work- 
men and their dependents. • 

Therefore, I am in favor of reasonable workmen's com- 
pensation laws. 

And if I feel, at times, that there is something in the ar- 
gument that 'tis difficult to justify a law which takes property 
from an employer and gives it to an employee who has met 
with an accidental bodily injury, when the accident was not 
caused, either directly or indirectly, by any act of the em- 
ployer, I can come back to the comforting thought that in 
most all cases the burden to the employer can be passed 
along to and be distributed among the employer's cus- 
tomers — ^the public. 

The public must and should take care of those who cannot 
take care of themselves. 

But should the public of this coimtry take care of 
those of other countries who cannot take care of them- 
selves? 

I am not sure of my own logic. I should really like to 
know how you feel about it. 

Moreover, you raise a new economic question when you 
ask whether American workmen would be discriminated 
against in their employment in the event that workmen's 
compensation laws do not provide compensation for non- 
resident alien dependents of workmen killed by accident, and 
I shall be very greatly indebted to you if you will be so 
good as to give me in detail your own views concerning your 
question. 

I am taking the liberty of sending a copy of this letter to 
each member of your Commission, with the request that he 
give me his views. 

Digitized byCjOOQlC 



136 WHICH WILL BE BEST FOR THE WORKMAN? 
To Francis Feehan 

I am of the opinion that we cannot well have too much 
discussion of the entire question of workmen's compensation. 
I believe it to be one of the most far-reaching questions 
of the day. 

Most truly yours, 
• Edson S. Lott, 

President. 
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